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OUR NATIONAL CREDIT AND THE STRIKES. 


Many persons have doubted whether our National credit 
will not be injured abroad by the railroad strikes of last 
month. But a careful reflection will serve to show how little 
reason there is to doubt that our credit will be enhanced 
rather than weakened by the new and gratifying illustration 
that has been given of the reparative strength and elasti- 
city of popular institutions. For the first time in our 
national history, one of the vital functions of our industrial 
system has been paralyzed, and the whole of the productive 
mechanism throughout the country has been thrown into dis- 
order by a labor strike upon the railroads. A few thousands 
of the brakemen and other skilled and unskilled operatives 
engaged in running the trains, combined together and seized 
temporary possession of important links in the railroad net- 
work, so as to stop transportation, throw our internal com- 
merce into confusion, inflict great losses upon industry, 
and put, for the time, a veto upon the free locomotive 
activities of over forty millions of people. In Pittsburgh, 
Chicago, and other places, violence and bloodshed lent new 
horrors to this insurrection which sprung up with like fright- 
ful features in very distant localities, and reared its head in 
defiance of law and order, at the same moment in Pennsyl- 
vania and Illinois, in Maryland and Virginia, in New York 
and other States. On the 23d July, the proclamation of the 
President was issued, warning “all persons engaged in or con- 
nected with the said domestic violence and obstruction of the 
laws, to disperse and retire peaceably to their respective 

II 


FOS ee a Pei Eee eae 
eee 


IF dn SU ee ne ~~ 
ee eee 


Se eee ee 


ete 


6D api ds 
ari me 


Rein nba Myla Sa CEE WEN 


PLE AREA IS EERE le hs init SR Stat 











162 THE BANKER’S MAGAZINE. { September, 


abodes on or before twelve o’clock noon of the 24th day of 
July instant.” The situation was rendered apparently more 
critical by the fact that the regular army is so small that 
except at one or two of the threatened centres of trouble, it 
could not be used with much effect for the suppression of 
the lawless outbreak, or of the riots and incendiary confia- 
grations to which it led. Everywhere in our large cities the 
most ominous forebodings of danger were occasionally heard, 
and the partial suspension of business, gave both the leisure 
and the motives to augment the gloom and general apprehen- 
sion. For a few days, the cloud portending the storm was 
very small and scarcely perceptible, but it suddenly spread 
till it covered the whole of our horizon, and seemed just 
ready to break in a general tempest of popular insurrection. 

But as the gloom spread suddenly, so it suddenly dispersed. 
In less than. a week after the proclamation was issued, the 
industrial situation began rapidly to assume its usual aspects 
of activity and restored locomotion. The military arm scarcely 
had to be more than raised. The disastrous use of force is 
seldom necessary to awaken the dormant love of order 
inherent in every class of American citizens. The demonstra- 
tions of resistless power on the part of the Government, 
which, in other countries have always been supposed indis- 
pensable to restore tranquility in such cases, were scarcely 
called for amongst us, unless in a few exceptional instances, 
and perhaps even there we should have had better results if 
the authorities had been equal to the occasion, and had firmly 
vindicated the majesty of the law at the first tremulous 
movements of the outbreak. 

We have no need to investigate the narrow field in which 
lie the immediate causes of the recent quarrel between the 
railroads and their revolting brakemen. This part of the con- 
troversy is one which must be left to be settled by the par- 
ties interested in it. But every railway traveller knows that 
the services required of a brakeman demand but little skill 
or training, and the qualities needful for the efficient dis- 
charge of his duties are very generally distributed amang the 
unskilled classes of our laborers. Hence, these men should 
not be surprised to find that for every vacancy in their ranks 
there will be, in times like the present, several applicants. 
In many ages and countries, under such circumstances as 
these, men have tried to keep up, by strikes and other arti- 
ficial means, the price of labor. They have never succeeded, 
and, in the nature of things, it is impossible they ever should 
succeed. The only way to raise the price of such work as 
the strikers are able to do, is to increase the demand for that 
work, and this increase is checked and hindered by strikes, 
and by every other movement in the country which shakes 
confidence and disturbs the course of business. It is one of 
the compensative results of the late strike, that it has 
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shown to our workingmen throughout the country, how close 
is the union of interest between the various orders and classes 
of the people, and how swiftly labor strikes and their conse- 
quences recoil upon the authors of them—the wages classes 
of the community, who, in the vain hope to mollify some 
present trouble do that which makes the trouble worse. 

We often repeat the maxim that education is one of the 
safeguards of our free institutions, and now we have before 
us a conspicuous proof of its truth. There is no doubt that 
to a great extent it was the educated intelligence, and the 
practised understanding of the strikers upon the railroads 
east and west, which made them so soon recognize the false 
position in which they had placed themselves, and which 
enabled them to extemporize so swiftly the means of their 
extrication. Before they could have been overpowered by 
the resistless force which was ready to meet them, many 
calamities must have supervened, and the losses which 
would have multiplied upon the country in its financial, 
commercial, and industrial life, must have been enormous. 
All these losses have been prevented by the returning good 
sense and innate love of order which the strikers, as Ameri- 
can citizens, must be presumed to have been familiar with 
from their earliest years. 

It is this intelligence, this love of order, this respect for 
law, this habitual self-control, pervading the subordinate as 
well as the other strata of society in this country, which 
constitute an important part of what is generally known as 
the recuperative energy of the nation. For they keep alive 
the restless spirit of invention and ingenuity, and the love 
of enterprise, activity and progress, which are well known to 
be among the most prominent characteristics of our people, 
and the most effective elements of our National wealth and 
productive power. Enforced idleness, it has been said, was 
so disagreeable to the strikers in the late quarrel, that from 
this cause alone their masses could not hold together, and 
the best men were the quickest in their resolves to return to 
duty and to work. Of course it is impossible to foresee with 
accuracy, how long, among the benighted miners of Pennsyl- 
vania, the incendiary elements will continue in the ascendant; 
but there, as elsewhere, the conservative forces of which we 
have spoken are acting with more or less of freedom, and 
their victorious results in the establishment of order and the 
protection of honest industry cannot be very long deferred. 
When the history of this latest phase of the labor conflict 
comes to be written, we shall perhaps see that the dangers 
which threatened were more formidable, and the incendi- 
ary forces around us much better organized than we now 
know; but even if this should be the case, it will but 
enhance and exalt the estimate which will be formed of 
the conservative vitality of those reparative forces which 
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constitute our hope for the future of the United States as 
they have ever been the supports and buttresses of its credit 
in the past. If then our foreign credit rests upon the proofs 
of our National stability and recuperative strength, it can- 
not but have been improved by the strikes, because they 
have placed this stability and strength in a new and con- 
spicuous light before the world. 


WHAT BANK TAXES SHOULD BE REPEALED, AND 
WHY? 


BY DR. GEORGE MARSLAND. 


Last February a distinguished member of the Committee 
of Ways and Means received from one of his constituents a 
letter urging the immediate removal of certain mischievous 
Federal taxes on the banks. The reasons assigned were that 
the taxes in question were very injurious to business; that 
they were war taxes, and should have been taken off on the 
restoration of peace, and that the government could spare the 
needful sum from the National Treasury. To this applica- 
tion a letter was received, which stated the views of the 
Honorable gentleman as follows: “I have your letter in 
relation to bank taxes, which you call ‘war taxes.’ Many 
tariff taxes are higher now than they were during the war. 
All internal revenue taxes are war taxes. I have no doubt 
bank taxes are burdensome, so are all other taxes. In my 
judgment there are many other taxes more burdensome upon 
the interest taxed than those levied upon banks. For myself, 
I do not well see how or why special relief should be 
afforded to this interest to the exclusion of others.” If such 
sentiments and opinions are held by an eminent member of 
the most important committee of the House of Representa- 
tives, we cannot wonder that men of less experience fall 
into similar mistakes as to the evils of bank taxation, and as 
to the imperative need for its readjustment and partial 
repeal. To correct some of the prevalent mistakes and preju- 
dices, we propose to give a brief account of the taxes which 
the banks desire Congress to repeal, and of the reasons why 
relief is asked for. 

In the first place, the banks do not desire the repeal of the 
State taxes. They do hope that the irregularity and unequal 
pressure of the fiscal burdens imposed by the States will be 
corrected ; but it is no part of the present demand of the 
banks to obtain relief by any sweeping changes in the rate 
of State taxation. The reasons are obvious. Our State tax- 
ation is of two kinds: that levied upon real estate, and that 
levied upon personal property. So far as the banks own real 
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estate, they are assessed with other property owners in the 
various States ; while their shares are scheduled and assessed 
with other personal property. With the exception of some 
minor points in regard to the interpretation of the law 
authorizing the States to levy taxes upon the National banks, 
there is, we believe, no reform in regard to this branch of 
bank taxation at present solicited by the banks. The precise 
nature of the changes which they desire will be referred to 
hereafter. 

With regard to the other branch of the bank taxes, those 
levied by the National Government, they are of three kinds: 
First, there is a tax on the bank capital; this amounts to one- 
half per cent. upon the aggregate capital, less the amount 
invested in Government bonds. Secondly, there is a tax of 
one-half per cent. upon deposits. The third tax is levied 
upon the circulation of the National banks, and amounts to 
one per cent. Of these three taxes, the first two press 
equally upon the National banks, the State banks, and the 
private bankers; while the third is, of course, confined to the 
banks which issue notes under the National currency law. 
In this essay we shall chiefly confine our attention to the 
two general taxes which press equally upon our whole bank- 
ing system. It may, however, be of use to show the amount 
collected from each of the three taxes during the course of 
last year. The aggregate is reported as follows, by the 
Treasury Department at Washington: 


TAXES PAID DURING THE FISCAL YEAR 1876. 
Number. On Circulatiou. On Deposits. On Capital. 
National Banks........... 2,087 .% 3,091,795 76 .$ 3,505,129 64 . $632,396 16 
State Banks and Private 
Banks and Bankers... 3,829 . 10,265 52 . 2,572,164 97 . 989,219 61 
Savings Banks having no 
Capital Stock...... .... ° ——_—-.~—s- 427,365 78 . 


. $ 3,102,061 28 .$ 6,504,660 39 .$1,621,615 77 


It will be seen that the tax on deposits is the most 
oppressive. Its amount is more than four times that of 
the tax on capital, and the evils of this fiscal burden must 
have been peculiarly severe during the last two years. It is 
a singular fact, well worthy of note, that in no other country 
than our own has a tax ever been levied upon bank deposits. 
Exhausting as have been the demands upon European 
nations imposed by bad systems of taxation, the tax on 
deposits has never been ventured upon, and we may safely 
assume that it never will be. In Europe, during the last 
sixty years, the ingenuity of statesmen and finance ministers 
has been strained to the utmost, to devise safe and produc- 
tive methods of taxation. But the tax on bank deposits has 
scarcely for a moment been considered or suggested. In 
France, since the payment of the German indemnity, a multi- 
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tude of new taxes have been invented, and some of the old 
taxes have been increased, but a tax on bank deposits was 
never, we believe, proposed. At least if it were at any time 
suggested, it must have been immediately rejected for its 
mischievous absurdity, as no public record can be found of 
any serious attempt to impose it. If we examine the fiscal 
history of other countries we shall find the same exemption 
everywhere in regard to bank deposits. In no country but 
the United States has any attempt ever been made to impose 
a tax upon the money of depositors in the banks. 

For this general exemption there must be some valid 
reasons, and these reasons are not far to seek. Bank deposits 
are of a very sensitive nature. They are in part made up of 
the accretions of small sums of spare money, which find their 
way from the pockets of frugal persons into the Savings 
banks, and other banking institutions all over the country. 
In part they consist of the surplus floating funds of 
merchants, manufacturers, and other industrial firms; funds 
which await in bank the exigencies for which they have been 
accumulated, such as the making of a purchase, the complet- 
ing of an investment, or the payment of wages, of rent, or of 
some maturing debt. These floating funds are placed in the 
bank for safe keeping, and the experience of the banker tells 
him what proportion of such temporary floating deposits he 
may safely lend in aid of business and commerce. It is well 
known that the amazing growth of productive power during 
the last half century is due, in a large extent, to the rapid 
growth of bank deposits. These fertilizing streams of capital, 
accumulated in our banks, have been compared to the irri- 
gating machinery which is erected and kept in operation in 
some parts of India. By these ingenious expedients, water is 
collected during the rainy season, and is carried by numerous 
conduits into a reservoir or tank, whence it can be drawn at 
will, as required. Our banking system is, as it were, a 
reservoir, which collects the scattered rills of capital all over 
the country, stores them up, utilizes them, and makes them 
available wherever they may be wanted for the support of 
industry and the increase of the national wealth. But these 
processes of accumulating and storing up capital are, as we 
have said, extremely sensitive, and in proportion to their 
importance in the industrial economy of the nation, is the 
necessity for shielding them from all governmental inter- 
ference, or fiscal obstructions. The circulation of capital in 
the industrial system of a country, is like the circulation of 
blood in the human body. If it is impeded mischief can- 
not fail to result. 

In view of these principles it is easy to see why other 
countries have not imposed taxes on bank deposits. A long 
experience told them that such taxes obstruct or stop 
the circulation of capital, and that any obstruction injures, 
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not only the banks, but the whole country. Such a tax is 
like the Alcavala by which Spain, when in the height of her 
industrial power and political ascendancy, tried to raise a 
revenue from her flourishing manufactories at every exchange. 
As has been well said; “The tax-gatherer presented his deso- 
lating hand and assessed the Alcavala. Consequently, at 
every new movement of commerce or trade wherever the 
same goods changed owners the tax had to be paid, and the 
consequence was that many of the most active branches of 
commerce were taxed ten or a dozen times over. Thus, this 
insatiable Alcavala gradually strangled the manufacturers, and 
paralyzed the productive energies of commerce, so that they 
did not revive again for centuries. The Alcavala was a 
tourniquet applied to the productive interests of Spain, just 
as the bank tax is now a (fourniguet applied to the com- 
mercial and productive interests of the United States.” 

But how, it may be asked, did these bank deposits first 
receive the mischievous burdens of taxation which the banks 
now desire removed, and why has not relief been applied 
for years ago? The answer is very simple. These taxes 
owe their origin to the war. They were imposed by the Act 
of March third, 1863, and increased June 30th, 1864. The 
first money received into the Treasury from this source, 
was reported October, 1863, when the internal revenue taxes 
were still new, and had yielded no more in the aggregate 
than seventy-five millions of dollars, though the pressure upon 
the Treasury was at its height. The tax system of which 
we are speaking was one of the most monstrous fiscal instru- 
ments that was ever created. It demanded contributions 
from almost every industrial pursuit. It taxed manufactures 
of every description, and it also taxed the net income 
derived by our citizens from their labor. It taxed auction 
sales, the slaughtering of cattle, the watch in a man’s pocket, 
the carriage in his stable, and the silver plate on his table. 
It put a “stamp-duty on the marriage certificate of one’s 
parents, the inheritance he received from them, the insurance 
policy on his life, the mortgage on his house, the protest on 
his note, the writ under which he asked for justice, and the 
certificate of his physician as to the cause of his death.” 

It was impossible that any country should long preserve 
its industry and commerce under the pressure of such severe 
taxation as this. Accordingly, says Mr. E. A. Rollins, for- 
merly Commissioner of Internal Revenue: “In the winter of 
1865, the war being over, Congress began to consider the 
reduction of internal taxes generally. At this time they had 
reached the enormous amount of $310,000,000 per annum. 
This at first it accomplished by enlarging the free-list of 
manufactured articles, as representations and appeals were 
made to them until the enumeration of exemptions filled 
half a dozen pages of the law. Then and at subsequent 


CESAR GE ET 


St On hee eee ee 





168 THE BANKER’S MAGAZINE. [ September, 


sessions relief was granted to insurance companies, railroads, 
telegraph companies, occupations, professions, etc.; until, at 
last, taxes to the amount of two hundred million dollars 
were swept away. Parties in interest came in crowds from 
session to session, and the rooms of the Ways and Means 
and Finance Committees were crowded with those who 
sought and secured relief. The banks, however, had no 
organization, and as they failed to make request therefor, 
the law in their behalf remained unchanged. It is safe to 
assume that had their necessities been made known their 
taxes would have been abated, if not abolished. It is mon- 
strous that this nation imposes the same taxes on banks 
now as in time of war.” 

Such is a brief sketch of the circumstances under which 
the war tax on bank deposits was first imposed. It had its 
origin at a time when the whole fiscal strength of the 
country was put to its utmost strain. It is, however, worthy 
of notice that the bank taxes were not imposed in the first 
internal revenue bill which became a law ist July, 1862. 
The bank deposits and circulation,were not taxed until the 
Act of March 3d, 1863, and bank capital was first taxed in 
the Act of 30th June, 1864. By this latter Act the rate upon 
deposits was increased, and since that time these taxes have 
undergone no further change. Now, what it is important to 
notice is that just before the taxation of bank deposits, the 
first National Bank Act was passed. This Act was dated 
February 25th, 1863, and to it was indirectly due the first 
bank taxation that was ever levied by the National Govern- 
ment in this country. It was then supposed that the new 
National banks authorized in that Statute could not be taxed 
by the State governments. Many years before, in the case 
of McCulloch vs. The State of Maryland, Chief Justice Marshall 
had denied the right of State government to tax the old 
United States Bank, or its branches, and the belief was that 
the new National banks created under the law of February, 
1863, would be similarly exempted. Hence, Congress deter- 
mined to take into its own hands the taxation of the 
National banks, and to put the amount levied and col- 
lected from these institutions into the National Treasury. 
The rate of taxation was so adjusted that it should bring 
in as much in proportion as the States had been levying 
upon the banking business for State purposes. Had _ this 
policy been carried out to the present time, the banks would 
not have had so much occasion to complain. There would 
have been for tax purposes two great divisions or classes 
of banks: first, the National banks, which would have paid 
every year a certain amount of taxation into the National 
Treasury; and secondly, the rest of the banks throughout 
the country which would have paid nearly a similar rate of 
taxation to the governments of the respective States. The 
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taxes would have been somewhat equitably and fairly dis- 
distributed ; and there would have been no double taxation, 
such as is now complained of. 

Without spending further time in these historical investiga- 
tions, we must at once proceed to answer the question, 
“What bank taxes should be repealed?” And it is evident 
that we should, first of all, concede the repeal of the taxa- 
tion on bank deposits. During the year 1876, the amount of 
revenue collected from this source was six millions and a 
half. Every dollar of this sum was derived from a tax whose 
pernicious effects are sufficiently evident from the fact that 
no other country in the world has ever dared to impose it. 
In the most severe emergencies of war finance, when every 
possible form of taxation has been tried, bank deposits have 
never been touched by the withering hand of taxation, except 
in the United States. During the war there was some excuse 
for our continuing this mischievous tax, but at present there 
is none. Even were there no surplus in the Treasury 
sufficient to allow of the surrender of this small amount of 
revenue, the tax on bank deposits is so destructive and dis- 
organizing to the productive power of the nation, that it 
should at any cost be eliminated from our financial system. 
It is computed that the tax on deposits destroys ten times as 
much of the national wealth as it brings into the Treasury. 
We do not attach much importance to these conjectural esti- 
mates, for the simple reason that the elements of the calcu- 
lation are of such a fugitive and recondite character as to 
elude mathematical admeasurement. We might almost as 
easily compute in dollars the loss incurred by Spain through 
her Alcavala, or the evils inflicted on the United States by 
irredeemable paper money. We prefer then to rest our 
argument on other considerations, and we say that if the tax 
on bank deposits had not been a mischievous and dangerous 
tax it would have been a part of the fiscal system of every 
nation in Europe. The banks are so easily to be reached for 
fiscal purposes, and the taxes imposed upon them could be 
so readily collected, that it is absolutely certain they would 
not have been exempt from taxation on their deposits if such 
taxation had been possible or safe. 

We need not repeat the various reasons, which are, 
unfortunately, but too notorious, for the repeal of the Federal 
tax on deposits, but we will mention another of the bank 
taxes which should be immediately taken off. We refer to 
the tax on capital. The amount of this tax is not very large, 
and it can, therefore, be repealed without serious inconve- 
nience to the Treasury. The revenue derived from it last 
year was no more than $1,621,615. This tax is hurtful to the 
monetary machinery of the country, in a different way from 
that above described in the argument on the bank deposit 
tax. The latter tax does mischief by checking the growth of 
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those deposits of capital which fertilize industry and increase 
the national wealth. On the other hand, the tax on bank 
capital checks the distribution of this capital, not the collec- 
tion and accumulation of it. Comparing the machinery of 
the loan market to the works for supplying water to a great 
city, we should say that the deposit tax hinders the supply 
of the reservoir, while the capital tax disturbs and under- 
mines the distributing system of pipes and mains. At this 
late period in the fiscal history of christendom, Statesmen 
have no excuse for ignorance of the elementary principles of 
taxation. One of these principles is that to tax a sensitive, 
timid thing like bank capital, is to disperse and drive it 
away, if not to destroy it. For illustrations of this principle 
we may refer to the recent effects of taxation upon bank 
capital in several of our chief cities. 

An eloquent advocate of bank tax repeal has said with 
much truth that, “one of the alarming features of the present 
taxation on our banks, is, that it is driving so much capital 
out of the business, and that it is contracting the loans which 
these institutions have been accustomed to make for the pay- 
ment of the hundreds of millions of dollars required every 
week as wages throughout the United States.” In the city 
of New York alone there has been a contraction of bank 
capital to the amount of many millions of dollars. Last Jan- 
uary the foilowing official statement was compiled by Mr. 


W. A. Camp, the manager of the New York Clearing House: 
“T submit a statement of the amount of capital and surplus 

of the New York City banks, compiled from their official 

statements, made in September, 1875, and January, 1877: 


September, 1875. January, 1877. 
COIN s: widdsinisieiendasedianiecuanns $84,085,200... $% 77,635, 2c0 
DORNUUD vc covcaccesasacins maleeaehase 38,443,000... 29, 148,000 


Aggregate capital and surplus... $ 122,528,200 ... $ 106,783,200 


“The whole reduction in capital and surplus is $15,745,000, 
with a probable further reduction of from six to eight mil- 
lions more, unless the banks are relieved from the present 
unequal and excessive taxation. 

“In 1876, the Tax Commissioners increased the assessed 
value of bank shares in the City of New York, $11,754,127, 
over the previous year, their action forcing the retirement of 
capital and division of surplus as above. 

“The total assessed valuation of real and personal property, 
including bank shares, was increased only $10,110,646, showing 
a reduction in the valuation of all real and personal property, 
exclusive of bank shares of $1,643,481. 

“The investments of every kind of the banks, during the 
same period, were reduced § 30,018,600. 

“T am unable, at this time, to furnish you a comparative 
list of the prices of bank shares, but I think it safe to say 
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that their market value has been reduced, on an average,, 
from twelve and a half to twenty per cent. 


Taking the reduced value of bank shares for taxation this 
year, in consequence of the increased assessment in 
1876, at the minimum rate above, say twelve and a 
half per cent. on $77,635,200. 
And add to it the reduction on capital and surplus............ 15,745,000 


TRUE BM DRICGURE OD oscssssscctcnsiesiccassvesentasasacons $ 25,449,400 


“This sum is the total loss on the assessed value of bank 
shares in one year. 

“Adding to this a further reduction of at least $8,000,000, 
which will certainly be made, unless relief is afforded by 
legislation, the total loss of bank capital and surplus will be 
$ 33»449,400.’ 

Since this statement was compiled the Bank of Com- 
merce has reduced its capital five millions. The whole of 
this bank contraction is ascribed almost exclusively to the 
pressure of taxation; and what must be the result of such 
a rapid diminution? It is not only that over twenty mil- 
lions less of capital are in the possession of the banks, but 
there is a consequent contraction of banking facilities, of 
banking stability, and of banking credits, of several times 
twenty millions. “This is but a single instance of the bane- 
ful effects of the tourniquet; it is thus that the screw of that 
powerful instrument of bank taxation is pressing to its 
utmost tension all over the country, and if Congress do not 
interpose, the evils which are now so apparent will soon 
become almost irremediable; another panic may be precipi- 
tated upon us at an early day. It has been abundantly 
demonstrated that bank taxes are mischievous, and that they 
weaken and impair the efficiency of institutions by whose 
means employers are enabled to pay promptly the wages of 
the millions of toiling artisans in every great city as well as 
in every small town and village throughout the United 
States. Never has there been a period in ‘the history of this 
country when banking capital was so rapidly withdrawn from 
the business of banking as during the last eighteen months. 
Never have we had such a multitude of accumulating proofs 
that bank taxes produce disturbance of the mechanism of 
credit, that they shake the confidence of the capitalists, and 
of the banking community, and that they have already 
weakened the distributing and lending power of the banks 
to an extent equal to many times the amount of the capital 
which has actually been withdrawn. There is also this fur- 
ther cause for apprehension and alarm, that the evils we 
have briefly indicated are nearly all on the increase.” 

Similar arguments and illustrations might be multiplied to 
any extent. Enough has been said to illustrate one or two 
classes of the numerous evils inflicted on the country by the 
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taxation of bank capital and bank deposits. Such taxation 
tends directly to lessen and disperse, to drive away if not to 
destroy, the capital and the deposits employed in the bank- 
ing business. Its effect is just as pernicious in the monetary 
and financial domain as a destruction of the reservoirs, the 
supply pipes and the distributing water-mains would be in 
the hydraulic mechanism for conveying water to the inhab- 
itants of a great community. If we diminish the capital of 
a bank or of a system of banks, we lessen the efficiency of 
those institutions as collectors and distributors of capital in 
the industrial system of the nation. We must now, for the 
present, leave this important subject. There are other bank 
taxes which urgently claim adjustment by the Legislative 
pruning-knife. What they are, with certain reasons for and 
against their removal, we will attempt to show next month. 


THE NEW YORK SAVINGS BANKS AND THEIR 
DEPOSITS. 


The strength and weakness of our Savings bank system 
have been recently brought into a very clear light. In 
Europe and in this country for many years the Savings bank 
system was regarded as eleemosynary. Much, indeed, that is 
complained of at present in such institutions is largely due 
to the benevolent origin of the system. In the State of 
New York, for example, such institutions were often char- 
tered without due inquiry, and hence, of late years, their 
management has fallen to incompetent, sanguine or design- 
ing persons, and even to speculative adventurers. Consider- 
ing the few and meagre regulations established by law in 
former years for the examination and supervision of the 
accounts of Savings banks, it is more singular that the 
failures were so few, than that the disasters of 1874 and 1875 
should compel the adoption of a new policy. The officers 
of each Savings bank had long been in the habit of taking 
its charter and of working as they pleased under it. Hence, 
as there was the widest diversity in the powers granted to 
different institutions, so there was a corresponding diversity 
in their solvency and management. Even if the managers 
had been universally competent and honest they had too 
much of discretionary power to guide the investments of 
their several institutions. They could put the money of their 
depositors into Southern State stocks and town railroad 
bonds. They could make loans on collaterals of dubious 
value, and the temptation to abuse these powers became 
stronger and stronger as the paper money and the disturb- 
ance of values approached their culmination in the fatal dis- 
asters of 1873 and the subsequent years. 
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Prior to 1871, almost the only means for examining the 
true condition of the Savings banks, was by statements made 
by the officers who were responsible for the facts which they 
reported. But the reports of such officers, as experience has 
shown in this and other countries, cannot always be trusted, 
and it is a part of every sound system that the reports be 
verified by the light of publicity, and by the labors of 
experts sent to examine thoroughly the books of the bank 
for that purpose. The losses of the Savings banks of this 
city, both in real estate and in stocks, have been due, in 
part, to imprudence and a lack of sound judgment. But in 
many cases the enormous shrinkage in legitimate values in 
the past five years has seriously impaired the resources of 
institutions which have been managed with the greatest pru- 
dence. On the whole, then, it cannot be wondered at that 
under the stimulus of the war, of high prices, and of high 
wages, the development of Savings banks in the State and 
the rapid growth of Savings bank deposits advanced more 
rapidly than the safeguards appointed by law for the protec- 
tion of the interests of depositors, and that before these 
defects were met by appropriate legislative remedies the 
panic of 1873 broke out, and several of the weaker Savings 
banks succumbed. The natural effect of these disasters was 
to shake public confidence in the system and in the solidity 
of the Savings banks. The effect has been much less severe 
than had been anticipated, and a reaction appears to be 
already setting in. To illustrate this, we compile the follow- 
ing tables from the reports of the New York City Savings 
banks for several years past: 


RESOURCES AND LIABILITIES OF NEW YORK CITY SAVINGS BANKS, 
1873-1877. 

Resources. Fuly, 1877. Jan’y, 1877. Fan'y, 1876. Fan'y, 1875. Fan'y, 1874. 
Bonds and mortgages $ 55,921,328 . $58,951,362. $65,388,887 . $64,947,332 - $61,771,561 
Stocks and bonds at cost.. 121,397,710 - 114,914,209. 108,943,849. 103,380,185. 97,336,579 
Loans on stocks 2,472,040 . 2,380,325 - 39516,954 2,479,308 » 4,164,307 
Bk’g houses and lots (cost) 3,859,668 . 3,802,719 » 399775741 - 5,059,229 . 4,310,690 
Other real estate (cost).... 1,598,057 1,185,656 . 947,348 - ° —— 
Cash in other banks, etc.. 79982,226 . 7,341,925 - 954395240 - 11,435,521. 8,402,796 
Cash on hand 2,952,553 » 3,841,298 . 4,161,308 . 3,128,274 . 45750,023 
Other assets.... 71483,028 . 715359334 99940,133 4,905,246. 3:678,822 
Add for cents qi 73° . 49. 53 


Total resources........ $ 202,666,681 . $ 200,452,901 . $ 205,415,457 - $ 195,335,144 - $ 184,414,831 
Liabilities. 
Due depositors $ 181,267,019 . + $ 184,188,216 . $ 180,010,703 . $ 170,998,796 
Other liabilities... ....... 311,228 329 + 539,509 « 265,162 . 389,459 
PAINE. 06crcctesccesce 21,088,400 . 35+ 20,687,722. 15,059,279. 13,026,576 
Add for cents............ ; P ° P 


WOR .. 6sd00000sess sees $ 202,666,681 . $ 200,452,901 . $ 205,415,457 - $ 195,335,144 - $ 184,414,831 


The figures of July, 1877, we take from the newspaper 
reports just published from Albany. The deposits are now 
$ 181,267,019, against $179,116,255 at the beginning of this 
year. In January, 1876, the deposits were $ 184,188,216, 
against $180,010,703 in 1875; $86,574,343 in 1867, and 
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$ 36,806,420, January ist, 1859. The number of open accounts 
was 468,652, January 1st, 1876, against 307,193 in 1867, and 
196,979 in 1860. The increase in the deposits in the past ten 
years is 114 per cent. The increase in the surplus is over 
200 per cent.; in the aggregate resources, 120 per cent.; in 
the number of accounts, fifty-two per cent.; and in the 
average to each depositor, thirty-eight per cent. Last year, 
for the first time since 1858, with the single exception of 
1861, there was a decline in the total deposits, and in the 
number of depositors in the New York Savings banks. In 
explanation of the two results, the Superintendent cites the 
withdrawal of deposits and accounts through the failure or 
suspension of several banks, some of which had deposits of 
considerable magnitude. But for those failures there would 
probably have been a small increase both in the deposits and 
accounts. Among the special causes operating in 1876, to 
check new deposits, as well as to diminish those previously 
made, was the Centennial Exhibition. Hence, the deposits in 
the Savings banks of the State increased during the first half 
of 1876, and it was only in the last half of the year that the 
decline occurred. Another cause operating on the deposits, 
since it became difficult to invest money with profit, is, that 
not a few Savings banks have pretty rigorously applied the 
rule that large deposits should be reduced to the legal limi- 
tation, or even to a lower sum. The necessary effect must 
have been to diminish the amount of the deposits already 
held by such banks, some of them showing an increase in 
the number of small depositors, although the aggregate 
deposits are smaller in consequence of the reduction of the 
large deposits through the new rule above referred to. To 
what extent these remarks apply to the year 1877, we are not 
as yet informed. 

So far as we are able to judge from the movement of the 
Savings bank deposits, the evidence is abundant of a salutary 
reaction from the temporary check to our Savings bank 
growth in the State of New York. Of course, this move- 
ment is to be attributed in part to other obvious causes, but 
it is also partly due to improved legislation. New Savings 
banks cannot now be so easily organized and sanctioned by 
the efforts of lobbying agents at Albany; for the Legislature 
has no power to charter such institutions under the new law. 
Moreover, by that statute, the safeguards against incompe- 
tent or dishonest management are more uniform. At present, 
all Savings banks are compelled to work under a common 
general law. No institution enjoys, by charter, any exemp- 
tion from which the neighboring banks are excluded. The 
securities in which Savings banks may invest funds have 
been largely restricted in number by the new law, and addi- 
tional guaranties have thus been given to depositors and to 
the public. The salutary limitations imposed upon the in- 
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vestment of deposits will also restrain hereafter the trustees 
of Savings banks from indulging their ambitious imprudence 
in the erection of expensive or unproductive banking houses. 
Another improvement removes the dangerous power which, 
prior to 1875, was held by some of the Savings banks, of 
loaning money upon any sort of collateral from the available 
fund. Under the new general law, the collaterals upon 
which loans may be made are specified, and no others are 
allowed. Finally, the light of publicity is more freely ad- 
mitted, the sworn reports of the officers of Savings banks are 
made semi-annually, and the examination of the banks by 
experts, appointed by the Superintendent, are likely to be all 
the more thorough, for the discussion of these and other 
safeguards which has been stimulated during the trial that 
resulted in the removal of Mr. Ellis. Still it must be ad- 
mitted, in the light of late events, that the New York Sav- 
ings Bank Law, as it stands, has some defects which ought 
to be removed by new legislation next winter. 


THE STATISTICS OF FAILURES AS A TEST OF 
BUSINESS PROGRESS. 


Under this head the Lconomiste Frangais has recently pub- 
lished two elaborate articles on the commercial failures of 
France. The writer, M. Toussaint Loua, begins by stating 
that statistical science can be applied more easily to the 
export movements of any country in modern times than to 
its interior trade. Of the former, copious statistical state- 
ments are published at frequent intervals, while of the latter 
no such complete accounts are accessible, so that we are 
driven to seek out other expedients if we would compare the 
condition of internal trade in one year with that of previous 
or subsequent periods. Among these statistical facts and 
expedients he selects mercantile failures as offering important 
indications as to the prosperity or decadence of business 
activity. There are, he says, certain great principles which 
may be considered as thoroughly established in regard to 
insolvencies. When their number and amount are small the 
state of business may be safely set down as thriving and 
prosperous, and when on the contrary failures increase, busi- 
ness generally may be regarded as stagnant. There is, 
indeed, a medium average of failures in the normal state of 
a nation, just as there is a medium average of casualties in 
an army, or of mortality in a great city; and any deviation 
by way of increase or decrease is suggestive of some econ- 
omic perturbation, the nature, duration and causes of which 
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it is the province of statistical and economic science to 
explore and analyze. Hence, in looking at any accurate, 
complete report of the failures of any given period, we may 
form avery useful estimate of the course which commercial 
and industrial affairs have taken with their successive phases 
of depression or improvement, just as they successively fol- 
lowed each other in the various periods under review. To 
illustrate this view, M. Loua gives the following table of the 
failures in France since 1840. The first three columns show 
the number of persons in business, the second three columns 
the number of failures, and the last three columns the per 
centage of failures to the persons in business: 


NUMBER OF FAILURES IN FRANCE, 1840 TO 1874. 


Persons engaged in business. Failures. Failures per 1,c00. 
ein a, i ee 
Rest of Rest of Rest of 
Paris. France. Total. Paris. France. Total. Paris.Fr’nce. Total 
979 . 1,639 . 2,618. 
—. - 803. 1,711 . 2,514. 
— . - 620. 1,799 - 2,419. 
—_—. — . « 94l « 2330. 3071. 
79,256 . 1,335,0CO. 1,414,256. 651 . 2,360. 3,011. 
80,893 . 1,264,892 . 1,345,785 . 836 . 2,617 . 3,447. 
82,347 - 1,254,436 . 1,336,783 - 939 - 2,856 - 3,795- 
83,572 . 1,254,270 . I, 337,842 . 1,325 - 3,437 - 4,762. 
84,720 . 1,250,635 . 1,335,355 - 627 . 2,905 . 3,532. 
77,703 . 1,186,295 . 1,263,998. 958 . 2,265 . 3,223. 
80,083 . 1,180,926 . 1,261,009. 423. 1,712 . 2,135. 
90,656 . 1,267,659 . 1,358,315 . 630 . 3,675 . 2,305. 
93,106 . 1,296,276 . 1,389,382. 506 . 1,972 . 2,478. 
96,240 . 1,303,360 . 1,399,600. 542 . 2,129 . 2,671. 
- 100,955 - 1,319,526 . 1,420,481. 821 . 2,870 . 3,691. 
- 102,212 . 1,331,571 . 1,433,783 - 782 . 2,758 . 3,540. 
- 105,362 . 1,348,338 . 1,453,700. 754 . 2,963 - 3717. 
- 109,229 . 1,386,808 . 1,496,037. 862 . 3,121 . 3,983. 
3. 115,473 « 1,413,922 . 1,529,395 . 1,085 . 3,245 - 4,330. 
. 118,189 . 1,319,733 - 1,437,922 .1,10I . 2,798 . 3,899. 
. 120,185 . 1,327,241 . 1,447,426 . 1,313 . 2,728 . 4,041. 
. 122,917 . 1,363,985 . 1,486,902 . 1,476 . 3,386 . 4,862. 
+ 125,913 . 1,393,621 . 1,519,534. 15747 - 3,643 - 5,390. 
- 124,589 . 1,270,385 . 1,394,974 . 1,376 . 3,074 . 4,450. 
. 128,670 . 1,280,948 . 1,409,618 . 1,479 . 3,163 . 4,642. 
. 129,818 . 1,294,532 . 1,424,350 . 1,632 . 3,207 . 4,839. 
- 132,432 . 1,304,715 . 1,437,147 . 1,648 . 3,550 . 5,198. 
- 135,740 . 1,324,113 . 1,459,853 . 1,690 . 3,891 . 5,581. 
. 138,798 . 1,334,868 . 1,473,666 . 1,928 . 3,903 . 5,831. 
. 141,068 . 1,340,402 . 1,481,470 . 2,109 . 3,931 . 6,040. 
- 142,959 . 1,344,208 . 1,487,167 . 1,373 . 2,614 . 3,987. 
- 142,959 . 1,344,208 . 1,487,167. 836 . 2,183 . 3,019. 
- 161,445 - 1,367,948 . 1,529,393 - 1,854 . 3,390 . 5,244. 
. 167,136 . 1,427,739 - 1,594,875 . 1,862 . 3,734 - 5,596. 
- 168,500 . 1,437,495 - 1,605,995 . 1,637 . 3,871 . 5,508. 
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Divided into periods of five years, the above statistics 
show the following per centage: 
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PERCENTAGE OF FAILURES IN EVERY I00 PERSONS IN 


Periods. 
1840-44 
1845-49 
1850-54 
1855-59 
1860-64 
1865-69 
1870-74 


THE STATISTICS OF FAILURES. 


Paris. 
9. 30 
11.44 
6.34 
8.33 
11.838 
13.29 
9.66 


Rest of 


France. 


1.29 
2.29 
1.63 
2.19 
2.41 
2.80 
2.28 


Total. 
2.08 
2.83 
1.94 
2.65 
3.21 
3-78 
3-03 


‘ 
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BUSINESS. 


Proportion of the 
Paris to the 
Country failures. 


The view which these statistics give of the insolvencies in 
France begins at the most prosperous period of the reign of 
Louis Philippe, and passes to the revolution of 1848, the 
coup d’etat of 1852, the rapid development of French indus- 
try and commerce subsequent to the gold discoveries, the 
enlightened legislation of Louis Napoleon, and the numerous 
years of peace which terminated in the war of 1870, and so 
enriched France that she was able to pay, without apparent 
exhaustion, the war indemnity to Germany of 1,100 millions 
of dollars. We cannot here point out the numerous deduc- 
tions which are suggested by the statistics above given. It 
is sufficient to state that the figures are official. They have 
been compiled with great labor from the reports published 
yearly by the French Government. As to the number of 
persons in business for each year, it has been obtained from 
the annual volume of the Minister of Finance, while the 


insolvency statistics are compiled from the report of the 


Minister of Justice. We believe these statistics have never 
been previously collected for “separate publication, and much 
credit is due to M. Toussaint Loua, for the industry with 
which he has explored this important subject. He gives the 
subjoined table of the percentage of liabilities yielded to the 
creditors by the estates of the insolvents. 


PERCENTAGE OF LIABILITIES YIELDED TO CREDITORS BY 
INSOLVENCIES, 1840-1876. 
IN PARIS. 
1860-64. 


13.3 
18.2 


1865-69. 1870-74. 
10.8 


23-5 


1855-59- 


14.7 
17.0 


1850-54. 


13.4 
18.5 


1840-44. 1845-49. 

6.6 . 9.8 

Less than 10%... 13.1 . 13.3 
From 10 to 25%. 61.6 52.5 45.8 39.4 39.1 34.2 
ss a5 * som. 14.5 - 19.5 16.4 21.9 « 233 - 27 « 227 
oo gee, £24 4. 283 « EF « 26... Bhs -_ + Be 
25. 3G. @2 . 48 .« 37 = . 


IN THE REST OF FRANCE, 


Less than 10%... 
From Io to 25%. 
ee 25 se 50%. 
ae 5° se 75%. 
ce 75 se 100%. 


8.2 
16.8 
43-5 
23.9 

3-6 

4.0 


58 . 72 
19.1 ro 
42.8 42.4 
24.8 . 20.8 

38 « 3S 

re 5 


7.6 
20.9 
40.7 
23.6 

3.6 

3.6 


9-4 
22.4 
38.8 
22.1 

4.1 

32 


. 


34 
3:2 


7.6 
26.5 
36.7 
21.5 

3-5 

4.2 


Many other elaborate tables are given to which it may be 
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interesting to direct attention hereafter, when we come to 
examine the failures of the present quarter in the United 
States. We regret to learn that these failures, especially in 
some of the Western States, are more numerous and import- 
ant than have been anticipated. It is also worthy of remark 
that the insolvencies of the last six or eight months are 
reported to have yielded to the creditors smaller dividends 
than the average of previous years. This diminution is 
attributed to defects in our bankruptcy law. No doubt it is 
also in part due to a mistaken leniency on the part of credi- 
tors, which often disposes them to accept propositions from 
insolvents who wish to continue business, but have no equit- 
able claim to be allowed to do so. It is to be feared that 
this ill-timed leniency tends, in a very mischievous way, to 
perpetuate in the ranks of commerce and trade, a succession 
of. men without principle, of meagre business ability, and 
wholly unworthy of credit, who jostle and crowd better men 
in the avenues of business. Moreover, one of its worst and 
most familiar results is that it tends to introduce dishonest 
elements of rivalry into the struggle for business, and the 
competition to sell cheap goods, which are only wholesome 
and beneficent when they are under the restraint of good 
laws, sound principles, honest solvency, and mutual fidelity 
to contracts and peculiar engagements. 


— Se ————_—__ 


THE CRISIS IN PORTUGAL. 


Of the extent and violence of the industrial crisis in 
Europe an illustration is afforded by the fact that it reaches 
third-rate countries, like Portugal, whose finance and com- 
merce are small. It is remembered that the effects of the 
panic of 1873 did not reach Portugal so early as the other 
European nations. The year 1876, however, was marked by 
a financial crisis of great severity; the resources of some of 
the banks had been invested in securities which had prom- 
ised large profits when purchased, but were unavailable in 
time of panic. In many instances banks had bought or lent 
money upon shares in their own or in other banks; some of 
these shares had never been quoted at the stock exchanges, 
and yet the banks had received them at par or at some high 
valuation as collaterals for loans. In not a few cases the 
banks had actually accepted their own shares in payment of 
calls. Meanwhile, there had been reckless gambling by the 
public in the Spanish government bonds, transactions having 
been effected on the stock exchanges during the first six 
months of 1876 to the amount of about forty-five millions of 
dollars. So prevalent was the mania for starting new banks 
in Portugal, that in 1871 the capital of the joint-stock banks 
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amounted to $26,640,000, and at the beginning of 1876 it 
had increased to $63,800,000. The deposits were swelled 
artificially, the bank circulation was recklessly expanded, and 
when money came to be required for their liquidation, the 
banks, with their unrealizable securities, were unable to meet 
the demand. The first flash of distrust fired the train that 
had long been preparing, and the whole country was con- 
vulsed with the shock of the panic. One or two banks in 
the north suspended payment, and instantly the alarm spread 
as if by magic. Throughout the country there was a run 
to cash notes and withdraw deposits, which reached its 
climax on the 18th of August, 1876, when some of the insti- 
tutions of the highest credit and the longest experience 
were compelled to suspend payment after having had nearly 
every available coin withdrawn from their vaults. To meet 
the emergency the government issued a decree granting a 
delay for payments of sixty days, and, at the same time, it 
repaid to the banks, by means of a loan raised in London, 
advances which they had made to the treasury. Out of the 
same loan the government also lent money to various banks 
on the security of Portuguese government bonds. By these 
and other means the further progress of the panic was 
stopped, but as is usual in such cases, confidence was slow 
to return, and Portugal is likely to feel for some time the 
sharp lesson it has been taught of the difference between 
banks which invest in sound securities, and banks which are 
eager to make large gains by reckless speculations in worth- 
less bonds and stocks. 

The unpopularity of the recent Portuguese loans has 
puzzled many economists. An eminent writer, M. Paul 
Leroy-Beaulieu, refers to it in the Zconomiste Frangais, for 
4th August. He ascribes the failure of the loan to the 
neighborhood of Spain, whose low credit has injured that of 
the more peaceful and more prosperous Portugal. The 
explanation does not seem to us complete. A more satisfac- 
tory reason may be found in the Treasury reports, which 
show that the annual revenue of Portugal amounted, on the 
average of the last ten years, to nearly $20,000,000, while the 
average expenditure has been $3,750,000 more. The estimates 
of revenue for the year 1876-77 amounted to 24,059,981 
milreis, or $26,733,305, and the estimates of expenditure for 
the same period, to 24,795,906 milreis, or $27,551,000, leaving 
a deficit of 735,925 milreis, or $817,695. 

There has been no annual report for the last thirty years 
without a deficit. The expenditure amounted, in 1834, to 
14,911,314 milreis; in 1844 to 11,158,214; and in 1854 to 
11,784,472 milreis. In the financial year, 1858-59, the public 
expenditure was 12,947,061 milreis, or $14,565,440; in 1860-61, 
it rose to 13,987,859 milreis, or $15,736,340; in 1862-63, to 
22,329,239 milreis, or $24,810,265 ; and in 1867-68, to 22,695,979 
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milreis, or $25,223,310. The deficit for the year 1867-68 
amounted to 5,811,560 milreis, or $1,462,980; and it rose to 
6,133,627 milreis, or $6,815,140 in 1868-69, but fell to 735,925 
milreis, or $817,695 in the estimates of 1876-77. The revenue 
of Portugal dyring the thirty years 1846-76 increased by 
about sixty per cent. 

The public debt of Portugal dates from the year 1796, 
when the first loan of 4,000,000 milreis, or about $4,500,000 
was raised. Increasing very slowly at first, it was not till 
the year 1826 that another large sum was raised, namely, 
thirty-five millions of milreis, or $38,850,000. The total debt 
rose gradually in the next thirty years, and at the end of 
1856 had come to amount to $104,870,000, requiring an 
annual interest of $3,145,000. The debt more than doubled 
in the next ten years, and at the end of 1866 amounted to 
$ 216,275,000, the annual interest being $6,485,000. At the 
end of 1871 the debt had risen to $ 321,665,000, the annual 
interest amounting to $9,635,000; and at the end of 1873 
the debt was $364,165,000, the annual interest being 
$11,080,000. According to the official reports, the public 
debt was as follows on the 3oth June, 1876: Consolidated 
debt, 350,428,014 milreis, or $ 389,364,460; floating debt, 
5,350,000 milreis, or $5,944,440; making a total of $395,308,g00. 
The floating debt is being paid off. In the year 1873, the 
government raised a loan for this special object. The loan 
was issued in September, 1873, in bonds for the nominal 
amount of $42,500,000, at three per cent. The whole was 
taken in Portugal, at the issue-price of 43% per cent. A 
previous foreign loan, at three per cent., issued in 1869, 
was offered by the London financial agents of the govern- 
ment at 32% per cent. About two-fifths of the total liabili- 
ties of Portugal rank as an external debt, contracted 
mainly in Great Britain, the rest being a home debt. For 
the year ending June 3oth, 1877, the interest and manage- 
ment of the home debt for the period was set down at 
$6,656,490, and of the foreign debt at $4,597,350. The 
interest on the public debt has not always been punctually 
paid. Portions of the principal have also been repudiated 
at various periods; among others the loan contracted by 
Don Miguel in 1832. Again in the year 1837, the interest 
on the home debt has been paid, but not that on the 
foreign debt. By a royal decree of December 18, 1852, the 
interest on the whole funded debt, internal and foreign, was 
reduced to three per cent. Many of the creditors protested 
against this policy but without effect. On the 19th of June, 
1867, the Chamber of Deputies approved a bill presented by 
the government for raising 37,000,000 milreis to fund the 
floating debt and to negotiate three per cent. external: bonds 
at such a price that the interest shall not exceed three- 
quarter per cent. above the rate of the actual stock, calcu- 
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lated upon the market price. It was under the provisions of 
this bill that the loans of 1869 and 1873 were raised. In 
the figures above cited we find an ample explanation of the 
fact that the credit of Portugal is depressed, that her recent 
loan was almost a failure in London and Paris, and that her 
three per cents have sold as low as 32%, and are even now 
quoted at fifty, while the three per cents of France are 
quoted at a fraction over seventy. In Portugal, as in other 
countries, not excepting our own, it is bad financial manage- 
ment that injures government credit. Portugal may be 
unfortunate in having Spain for a neighbor, but she has 
been and is more unfortunate in her finance ministers, and 
in her fiscal policy. 


OPERATIONS OF THE BANK OF FRANCE IN 1876. 


A suggestive illustration of the power and industrial con- 
dition of France is given in the report of the Bank of 
France for 1876, which was read at the annual meeting of 
the shareholders at Paris, and has just been published. It 
shows a considerable decrease of business. The decline 
began in 1874, continued in 1875, and is still more notable 
now. The report shows that the transactions for the year 
1875 represented an aggregate of $2,331,465,980; while they 
amounted for the year 1876 to $1,833,366,780; so that the 
decrease in 1876 was $498,099,200. The rate of discount 
which had been fixed at four per cent. on the 4th of June, 
1874, was reduced to three per cent. on the 26th of May, 
1876, and has remained unaltered since. The rate on 
advances has been fixed at four per cent. since the date last 
mentioned. Compared with 1875 the sums under discount in 
Paris and the branches represent a decrease of $ 451,649,620. 
In 1875 they were, including warrants of the Mint, 
$ 1,924,050,100; in 1875 they were only $1,472,400,480. The 
number of trade bills admitted to discount at Paris was 
16,020,750, representing a sum of $504,286,080; being on an 
average for each bill $157. These bills may be subdivided 
thus: 1,244,868 bills on towns where there are branches of 
the bank, amounting to $ 141,002,795; 1,959,282 bills on Paris, 
amounting to $ 363,283,285; and 3,204,150 bills in all for 
$ 504,286,080. The operations of the branch banks have not 
been for the most part so profitable as heretofore. They 
amounted in 1875 to $1,060,920,100; in 1876 they were 
$ 906,981,620, being a diminution in 1876 of $153,938,480. 
The five principal branches continue to occupy the first 
place with regard to the extent of their business. In con- 
sequence of the depression and changes of trade, however, 
Bordeaux has taken the second place, occupied formerly by 
Lille, and the latter branch has taken the third place, 
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instead of Bordeaux. In connection with these changes it is 
interesting to note that the transactions in Marseilles, 
amounted in 1875 to $141,915,140; in 1876 they were 
$ 86,019,160, showing a decrease of $55,895,980. The transac- 
tions at Bordeaux amounted in 1875 to $86,302,100, and in 
1876 to $76,440,920, showing a decrease of $9,861,180. In 
1875, the transactions in Lille amounted to $105,024,540, and 
in 1876 to $70,526,660, a decrease of $34,497,880. In Lyons 
in 1875 the transactions amounted to $71,923,860; they were 
in 1876 $66,670,860, a decrease of $5,253,000. In 1875 the 
transactions in Havre amounted to $63,478,140, and in 1875 
to $55,081,560, a decrease of $8,396,580. Twenty-six branches 
have been carried on at a loss, the total losses amounting 
to $80,520. The bank is now operating seventy-six branches, 
and two others are on the point of commencing business. 
Preliminary arrangements establishing twelve other branches 
have been begun, and when completed the bank will have 
established its full total of ninety branches, or one for each 
department, as required by the laws of 1857 and 1873. 
To show the character and amount of the different taxes 
paid by the Bank of France to the government in 1876, we 
give the following details: 

CCIE, CHOON oo ncintcnncascasacsscdasckcudccasdcssveasassocacetaabanaces 

Duties on the issue of new shares 

Stamp-duty on bills in circulation 

Tax of three per cent. on the dividend 

Adhesive stamps for receipts 


Tak Om the paper fF NOtes. csscccssesccsscessesscsccescacesscsossecsossescossnssoses 
Tax on the paper for printed forms 1,800 


$977,925 

As a more complete view is desirable of the monetary situ- 

ation in France, we give the subjoined table of the deposits 

and loans of the financial institutions of Paris for 30th June, 
1876 and 1877: 


Report, Fune 30. Loans, 1877. Loans, 1876. Deposits, 1877. Deposits, 1876. 
$ $ $ $ 


Comptoir d’Escompte 25,388,212 . 25,156,428. 17,354,945 . 13,762,045 
Crédit Lyonnais 31,289,944 . 39,507,978. 27,625,306 . 26,152,574 
Société Génerale 37,851,865 . 35,236,034 ° 50,152,325 . 44,640,058 
Crédit Foncier 38,556,683 . 33,563,631. 15,366,533 . 9,696,618 
Depots Comptes Courants. 19,530,338 . 17,724,205. 12,403,727 . 8,956,257 
Credit Industriel 19,466,889 . 19,120,761, 10,285,799 . 8,002,374 


Totals 172,083,931 . 170,309,037 . 133,188,635 . 111,209,926 


This year, as last, the decrease of the transactions of the 
bank is chiefly seen in the amount of commercial paper dis- 
counted. In France, as in all other commercial countries, it 
is the discounts which chiefly reflect the activity or slacken- 
ing of business. Hence, as in France, the exports have 
diminished, and the internal trade of the country is less 
active, it is natural to expect a corresponding diminution in 
the bank movements. But, beyond these considerations, says 





1877. ] OPERATIONS OF THE BANK OF FRANCE, 183 


the report, “we ought not to lose sight of the new conditions 
which, under the sway of present circumstances, impose 
themselves on the operations of credit, and on the mode of 
payment of commercial liabilities. We mentioned to you last 
year, that the capital formed by the savings of the country, 
and which becomes more important as it gradually accumu- 
lates, passed but little into circulation, and was reluctant to 
enter into transactions at long dates, or in foreign countries ; 
that it was invested either in Government stocks, or in good 
commercial securities, which could be readily realized when 
opportunities were favorable; and that finally, the owners of 
capital were content with a very low rate of interest, in order 
to obtain perfect security, and a ready facility of realization. 
The Bank of France thus loses much excellent paper which 
formerly made its way to it to be discounted. The bank 
suffers a further loss, because the private banks and credit 
institutions being over-stocked with money, on account of the 
deposits which they accept, re-discount as little as possible, 
or re-discount bills quite close to maturity. No one is 
ignorant that this state of affairs has been even more marked 
in 1876 than before; and however prudent and skillful men 
may be, they cannot contend against the force of events. 
But it cannot be too often stated that these events are 
transient and temporary, and it is but reasonable to believe, 
as experience justifies us in doing, in the return of a consid- 
erable improvement of commerce, of industry, and of all the 
productive powers of the country. It is well to bear in mind, 
however, that the gradual raising of the stamp duty has con- 
tributed much to diminish the number of commercial bills 
which can be discounted. Commerce and industry, finding 
this duty too heavy for them to bear, have sought out expedi- 
ents for lawfully endeavoring to avoid it. Hence arises the 
very great increase of checks, the stgtements of debts or liabil- 
ities solely by letters or invoices, which do not pass into cir- 
culation, and are paid immediately on demand, and finally 
by employing in the settlement of commercial transactions 
those other means which dispense with the use of negotiable 
documents, bills payable to order, and letters of exchange. 
We hope that the solicitude of the Government for the 
welfare of the country will soon enable it, by new arrange- 
ments, to diminish the stamp duty on commercial paper. 
And we believe that such a step would prove advantageous 
to the Treasury itself.” The dividends for the year were 
about fifteen per cent. minus the tax which amounts to 
one-tenth per cent. upon the capital. The 182,500 shares are 
held by 22,254 proprietors. The Government now owes the 
bank $67,600,000, against $111,275,600, on the 24th January, 
1876. On the whole, the report shows that France has not 
been so completely exempt, as had been supposed, from that 
business depression which has so long been conspicuous in 
other countries. 
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REFORM OF CORPORATIONS. 


There is no country of the world in which so large a 
portion of the industrial capital is absorbed by corporate 
organizations as in the United States. If we consider the 
classes into which that industrial capital is distributed, we 
are struck with the very small proportion which is left in 
individual hands. The first of these classes is that of f7ro- 
duction ; and it is in this that the largest field is still left 
to individual enterprise. Agriculture is, practically speaking, 
entirely in private hands. The processes of agricultural pro- 
duction are not easily susceptible of corporate management. 
How large a part of the capital of this country is absorbed 
by agriculture we have not at hand the means of stating. 
The production of other kinds of food than the cereals— 
of meat as well as bread—is also in private hands, and for 
the same reason. On the other hand, mineral production, 
which includes nearly, if not quite all production not 
included in agriculture, is wholly in the hands of corpora- 
tions. Coal, iron, and the less important metals, require, for 
their economical production and putting into market, so 
large an outlay of capital as to place the business beyond 
the means of individuals, and have thus, in this country, 
required those aggregations of money, accompanied with a 
limited pecuniary responsibility, and a still more limited 
power of control on the part of shareholders, which are the 
distinguishing features of the American corporate system. 

The production of which we have thus far spoken is of 
raw materials only. When we come to the production of 
wrought products, where labor and skill are applied to raw 
materials, converting them into all the varied forms which 
fit them for the uses of civilized life, and adding to them 
a value far exceeding their first cost, we find that this indus- 
try is largely in the hands of corporations. The great staples 
of manufacture—cotton, wool, iron, copper, etc.—like the pro- 
duction of the metals, require for their manipulation larger 
capitals than are often to be found in private hands. Manu- 
factures may therefore be broadly said to be carried on by 
corporate capital, the amount of which is a very large frac- 
tion of the whole productive capital of the country.* 

The other great process in the industrial economy, is that 
of distribution, in which is included exchange. Here again cor- 

* Contrast with this a statement in a late number of the BANKER’s MaGazine, that out 
of 1,900 individuals, firms and corporations carrying on the manufacture of cotton in the 
Lancashire and Cheshire district, only 270 were corporations, and that the aggregate capital 
employed by them was only £7,500,000 as against £ 50,000,000 held by individuals and 


partnerships. There is no doubt that for economy and efficiency the English manufacturing 
system has great advantages over ours. (See BanKER’s MaGazine for July, 1877, p. 79.) 
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porations do a large proportion of the work. The buying 
and selling of merchandise would seem to be the principal 
exception ; this, it is true, is exclusively in the hands of indi- 
viduals, so far as the manipulation is concerned, but the 
capital to carry on the business is principally furnished by 
banks and other moneyed institutions of a corporate charac- 
ter. Transportation by means of railways and lines of 
foreign and inland navigation, is wholly under corporate 
management, including under this title also the carriage of 
news and of private correspondence by telegraph. These 
functions come strictly under the head of transportation, and 
the business is subject to nearly the same !aws as the trans- 
portation of material products. The aggregation of tele- 
graph lines has not grown out of a spirit of monopoly but 
out of a necessity incident to the business carried on. Pre- 
cisely for the same reason the great express companies and 
other through lines of freight transportation have been 
established, because they have come to be a necessity. In 
the infancy of railway business merchandise shipped from 
New York to Chicago, or any other distant point, was 
handled and reshipped at the end of each of the numerous 
lines which intervened between those points. This involved 
great delays and great cost of handling. By degrees this 
friction became intolerable, and the railways began to receive 
and forward the cars of connecting lines, without breaking 
bulk. A difficulty, however, still remained ; the responsibility 
and the care were shifted at each point of transfer, and 
shippers who suffered from losses or delays found it difficult 
to fix responsibility upon the proper corporation. 

There were also unavoidable jealousies between connect- 
ing companies, especially in cases of loss, when the servants 
of each sought to shift the responsibility on to some other 
shoulders. This led to a still farther improvement in the 
transportation business. Through lines were established by 
corporations distinct from the railways, though often com- 
posed of or capitalized by them. The Red, White, and Blue 
lines are illustrations. These corporations receive freight 
under a contract to carry it to its terminus, however remote, 
and to be responsible for it through the entire period of 
its transit. Thus the question of responsibility is settled ; so 
also is the question of care and supervision. Agents and 
servants independent of the railway officials look after the 
freight through the entire route, thereby avoiding much 
unnecessary and vexatious delay which was incident to the 
divided and ever-shifting management of the railway com- 
panies through whose hands it had successively to pass. 
The maximum of care and economy with the minimum of 
delay and friction has thus been secured. It was precisely 
so with the telegraph business in its early days, only that 
in this case the evils were aggravated by the weak and irre- 
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sponsible character of the local lines by which the business 
was formerly conducted. A message between places remote 
from each other, had to pass through the hands of several 
of these weak organizations. At each boundary line the 
responsibility was shifted, and friction had to be encountered. 
The same jealousy existed between managers and servants 
as in the case of the railroads. The public patience revolted 
against these obstacles, and demanded that the friction be 
eliminated. This could only be déne by the uniting of con- 
tiguous lines, in order to secure a single control and a 
single responsibility. There is no natural break in the trans- 
mission of a telegraphic message until it reaches its destina- 
tion, any more than in that of a car load of merchandise— 
less indeed by reason of its intangible nature. Thus it came 
about that the great telegraph system of this country, once 
composed of local, weak, and warring fragments, has been 
united into a harmonious whole, and as the result of this 
union, a service created, which for accuracy, speed and relia- 
bility has no parallel in the world. It would be very unfair 
and untrue to attribute this vast aggregation of lines to a 
spirit of monopoly. The historical fact is the outgrowth of 
the logical necessity of which we have spoken; and that is, 
that each successive union of independent interests has been 
forced upon those who controlled them by the public demand 
for the highest possible efficiency and economy, which could 
in no other possible way be attained. What we thus aver in 
defence of the telegraph, is largely true of the railway system 
also. The evils of railway monopoly are abundantly obvious, 
and are the subject of constant criticism and assault. In the 
weakness of our Federal and State Governments, which is 
incident to their popular character, the power of great cor- 
porations is a more serious evil than in governments of a 
stronger and more consolidated sort. The late railway strike 
has furnished proof enough that for such extraordinary emer- 
gencies our governments are lamentably weak, and that we 
have to fall back upon the conservative classes of citizens, 
who have property at stake, to secure the restoration of 
order. When the power is lodged in the hands of the 
masses, the will of the masses necessarily determines the pre- 
servation of the public peace, and until the sober second 
thought of the popular master brings him to the point of 
restraining his own passions, society is at his mercy. The 
vast power exercised by the railway companies may be and 
often is oppressive; and it is not subject to the control either 
of Government or public opinion. Some further right and 
duty of intervention on the part of the Federal or State 
Governments to redress grievances and to enforce justice 
would seem to be needed. We do not believe that it would 
be possible for our weak Government, overburdened as it is 
with functions, to meet the demand of the grangers, by 
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assuming the ownership or control of the railways, but it 
might and ought to have a greater power and influence 
over them. It is a subject the consideration of which we 
esteem vital to the future safety of the country, if, as seems 
unavoidable, it is to remain as much as heretofore under 
the dominion of corporate systems. We refer to the con- 
ditions as to which corporations shall be allowed to exist,. 
and to the duty which the Government must perform 
towards them in the interests of the people. We have 
stated that the system of railway monopoly has grown 
up precisely in the same way as the telegraph monop- 
oly—from the union of contiguous lines, in order to 
secure under a single management a larger measure of 
responsibility and efficiency, and a lower ratio of expenses to 
receipts. The present greatly reduced cost of transportation 
abundantly vindicates the wisdom of such combinations, and 
there is no reason why this signal advantage to the whole 
people, producers and consumers alike, should be given up 
because its attendant evils of great and irresponsible power 
demand the imposition of further restraints. 

It remains to consider the great class of moneyed corpora- 
tions, banks, savings banks, trust companies, and the fire and 
life insurance companies, which, though organized for a dif- 
erent purpose, compete with the strictly moneyed corporations 
in the investment and loan of capital. In no other country 
is the business of banking so largely in the hands of corpo-- 
rations. There are a great many so called private bankers, 
but they control very little capital in the aggregate, compared 
with that of the incorporated banks. In no other country also 
is there such an accumulation of money in the savings banks.. 
It is true that these institutions are confined chiefly to the 
Northern Atlantic States, but as those States are the centres 
of a large proportion of the working capital of the country, 
they represent the whole Union, and the influence of their cor- 
porate systems for good or evil is felt wherever capital finds 
its way. There is also this important difference between the 
savings banks of the United States and those of England and 
France, that while with us the business is strictly under 
the control of private managers and trustees, in those countries 
the entire deposits are taken by the government, and consti- 
tute a portion of the public debt. The great life and fire 
insurance companies are domiciled in the same States as the 
banks, so that a very large part of the stock of money avail- 
able for loans or short investments, throughout the Union, is 
held by corporations as well as individuals in those States. 

To resume ; we have shown that out of the capital used for 
production and distribution, and for the immediate purpose 
of money lending, the greatest part is handled by corporate 
institutions. We recapitulate the classes of industry thus con- 
trolled : In crude or primary production, the business of coal 
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and metallic mining. In secondary production, a large part 
of manufactures. In transportation, the entire business of 
railways, foreign and domestic navigation, and the telegraph. 
In the loaning and short investment of money, the entire busi- 
ness of insuring property and lives, and that of banking under 
the distinct heads of banks, savings banks, and trust com- 
panies. 

The predominating influence of corporations in the control 
of capital, and the management of production and distribu- 
tion which we have thus shown to exist in the United States, 
has had an important bearing in bringing about and pro- 
longing the recent crisis. While the causes of that crisis 
may be easily traced to the civil war, and to the vast waste 
of money and resources that it involved, and especially to 
the fictitious prosperity which seemed to follow the creation 
of a debased currency, the mischievous consequences have 
been greatly aggravated by the bad management of cor- 
porations—the principal agents by whom the _ industrial 
machinery has been hitherto worked. In restoring the 
country to a state of prosperity, it is indispensably neces- 
sary that there should be a thorough overhauling and reform 
of our corporate system, and a revision, in many cases, of the 
legislation on which its existence depends. More care must 
be exercised in the granting of corporate powers; special 
charters of all sorts must be resisted ; general laws authoriz- 
ing incorporation must be revised and made more stringent ; 
the State which authorizes these artificial existences must 
assume and exercise a more direct and rigid supervision over 
them, and the irresponsible power of corporate managers must 
be placed under greater restraint. 

Hostility to corporations was a part of the old Democratic 
creed, while, on the other hand, the creation and fostering of 
the corporate system was the work of the Federal and Whig 
parties. The earliest institutions incorporated were the banks ; 
after them came the manufacturing companies, the turnpike 
and canal companies, the railway and telegraph companies, 
the coal, iron, copper, silver, and other mining companies, 
not to speak of a great number of subordinate organizations 
of less importance, such as land and improvement companies, 
gas companies, acqueduct companies, &c. The numerous cor- 
porations for religious, charitable, or social purposes, having 
no pecuniary end in view, do not fall precisely within the 
scope of our present discussion; but they serve to establish 
still more clearly, the tendency of the American people to 
organization, and to the substitution of united, in place of 
individual action in business as well as in political affairs. 
The argument in favor of corporations was at the inception 
of the system, and still is, a very strong one in a country 
situated like ours. Many enterprises, not in their nature pub- 
lic, and many industries most important to the development 
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and well being of a people, require too large an outlay of cap- 
ital, to be within the means of any individual or partnership 
in a new country. Such enterprises and industries must there- 
fore either be postponed, till by the slow process of accumu- 
lation they can be compassed by individual capital, or they 
must be undertaken by organizations in which capital is con- 
tributed by many persons, and in small sums placed substan- 
tially at the risk of the business. The principle of limited 
liability would seem, therefore, to be an essential feature of 
any corporate system for industrial purposes, and so it has 
been in this country from the beginning. It has not, however, 
been always so in England. In the older joint-stock banks, 
both of England and Scotland, the shareholders are individu- 
ally liable for all the debts, and without limitation. This is 
now the case with the five old banks of London, which have 
always maintained a high standing, and have enjoyed great 
prosperity ; viz., the London and Westminster, the London 
and County, London Joint-Stock, Union Bank of London, and 
City banks. It was also the case with the Scotch banks, 
which failed so disastrously in 1857, the Western Bank of 
Scotland, and the City Bank of Glasgow ; and we believe also 
with the Leeds Banking Company, and Borough Bank of 
Liverpool, and some other English banks, which failed about 
the same time. There is much to be said against the unlim- 
ited liability of shareholders, in the case of corporations, 
though at first blush the argument might seem to be all the 
other way. The substantial objection is, that it engenders an 
unsafe confidence and gives rise to a false credit. The best 
basis of credit, whether for the individual or the corporation, 
is the adequacy of capital zz the business, the integrity and capac- 
ity of the managers, and the success. Has the concern sufficient 
means, is it honestly and ably managed, and does it pay? 
These are the legitimate inquiries; and if all are answered 
in the affirmative, the grounds of credit are established. The 
private means of partners, outside of the business, are merely 
guarantees against disaster, or something to fall back upon 
if any of the primary bases of credit fails. When, however, 
credit is in the first instance accorded to this guaranty fund, 
it is a false credit, and sooner or later must lead to loss. 
Now, in the case of a corporation, banking or any other, the 
principles which should regulate credit are even more clearly 
defined than in that of individuals. The corporation has lim- 
ited powers conferred by its charter, and is therefore less able 
than the individual to go outside of its business into irregu- 
lar or unknown enterprises; and it has also a known paid-up 
capital, and it is required to publish frequent detailed state- 
ments of its condition, and in many cases to submit to official 
examination by public officers. If, with all these opportuni- 
ties for information regarding its actual condition, satisfactory 
grounds for credit are not shown to exist, it is hazardous to 
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the creditor, and highly injurious to the public, that credit 
should be accorded on the ground of the liability and per- 
sonal wealth of shareholders. Bad business is a curse to any 
country, and nothing should be done to encourage it. The 
soundness of this position was painfully illustrated in the case 
of the Scotch banks, whose failure has been referred to. 
They ran into every kind of speculation and excess which 
characterizes bad banking, but they were able to get their 
paper re-discounted in London long after they had created 
fair grounds of suspicion, for the sole reason that certain 
wealthy Scotch noblemen were known to be among their 
shareholders. Their example was pernicious and demoraliz- 
ing, and their career of improvidence and fraud was directly 
encouraged by the false grounds on which they enjoyed 
credit. 

The great extension of the corporate system in Great 
Britain, and on the continent of Europe, is comparatively 
modern. It dates in England, from the passage of the so- 
called Companies Act, in 1862; in France from the 
suceessful establishment of the since unfortunate Credit 
Mobilier ; and in Germany, from the close of the Franco- 
Prussian War. If it should be asked why America should 
have led the way in industrial organizations, the answer is 
obvious. It is because it was a young country, ambitious to 
equal the older countries of Europe, in the scope and variety 
of its enterprises, but too poor to do so without the aggrega- 
tion of small individual means. It is matter of pride to us 
as a people to know that however bad and reprehensible the 
management of our corporate system has been, the objects 
undertaken, and the methods by which they have been set on 
foot, have as a rule been far more legitimate and honorable 
than in European countries. Schemes have been success- 
fully floated in England, France, and Germany, under the 
auspices of respectable houses, and with the sanction of great 
names, which would never have been listened to in Wall 
Street, and for which no man of standing would have stood 
sponsor. The business of promoting, so successfully pursued 
by Albert Grant and his numerous respectable associates, is 
almost unknown in this country. German bankers united 
after the Prussian war, in numberless cases, in setting up 
joint-stock banks, for which there was not a pretence of busi- 
ness, and with the avowed purpose of selling out their shares 
as soon as they reached a fair premium. We venture to say 
that no New York banker of any standing would have lent 
his name to any organization, with the purpose of deserting 
it under similar circumstances. 

When we come to consider the subject of specific reforms 
in our corporate systems, the serious difficulty of the situa- 
tion unfolds itself. Except the National banks, all corpora- 
tions in the United States are the creations of State and 
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not of Federal legislation. The State laws under which 
they are established—whether general or special—differ very 
materially in their provisions, so that criticism applicable to 
those of one State may not apply to those of another. It 
is a well-known fact, for example, that the insurance laws 
of the different States contain such different requirements, 
that both the fire and life insurance companies, working 
through’ a ramified system of agencies, have to devote a 
great deal of time, and sometimes to exercise a lawyer- 
like ingenuity, to enable them first to establish themselves 
in those States, and afterwards to prepare the periodical 
returns and statements which the local laws require. 

The State laws relating to taxation are equally embar- 
rassing to railway and telegraph companies, whose lines 
run through several jurisdictions. I[f it were within the 
scope of Federal authority, much simplicity would be attained 
and uniformity of legislation secured, by transferring to Con- 
gress the power to create and control corporations, which 
from the nature of their business are to operate in several 
States ;* but this has been hitherto regarded as an infringe- 
ment of State Rights under the present Federal Constitu- 
tion. It is now however maintained by highly respectable 
statesmen and constitutional lawyers that Congress, under its 
power to regulate commerce between the States, and as the 
controller also of all post routes, is clothed with sufficient 
authority in the premises, to justify all necessary legislation. 
It is certainly to be hoped that this position can be sustained. 
Consolidated governments have certainly an advantage over 
our own in this respect. It is clear, however, that the 
business aspects of the case were never contemplated by 
the framers of the Constitution, who in protecting the rights 
of the States had in mind political rights only. 

But although the laws relating to corporations are not 
absolutely uniform, they are sufficiently alike to call for 
reforms of a kindred character. A few of these reforms we 
proceed to mention, trusting that the subject may be con- 
sidered of sufficient importance to call out the suggestions 
of advisers more competent than ourselves. 

The National Banking System is now more nearly perfect 
than that of any other country, and needs no present 
revision.{ We make, however, this single practical sugges- 
tion, that the value of the official examinations would be 
greatly enhanced, if they were conducted by more than one 
examiner. We are aware that objections will be made to 
the increased expense, and to the creation of more office- 
holders, at a time when the popular sentiment demands a 


* This suggestion has recently been made in England in behalf of the holders of railway 
mortgages, who have experienced much needless embarrassment in proceedings for foreclosure, 
where the lines run through several States. (See London Economist, July 7, 1877, p. 789.) 

+ We do not, of course, overlook the pressing necessity for a reduction of taxation on the 
National banks, but this has no bearing on the question of reform in corporate management 
which we are now discussing. 
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reduction rather than an increase in the number of public 
servants. But these objections are of no weight when the 
importance of the work done by bank examiners comes to be 
considered. We regard these examinations as the best, in 
fact, as the only reliable, safeguard against mismanagement. 
It is impossible to frame a statute requiring sworn state- 
ments so stringently as to prevent the fraudulent “doctoring”’ 
of such reports, and there are many requirements of the 
Bank Act essential to good banking, as to compliance with 
which the returns can furnish no evidence. The mere 
manual labor of a thorough bank examination is very con- 
siderable. It should cover a complete examination of the 
cash, and of every piece of paper discounted or loan made, 
with its collaterals; a perusal of the records, a scrutinizing 
of officers’ bonds, and a judicial consideration of all questions 
touching the safety and regularity of the business. The 
time occupied should be as short as is consistent with a 
thorough performance of these duties; for while the examina- 
tion is going on, all the officers and clerks of the bank are 
more or less interrupted in the discharge of their regular 
functions. One examiner rarely does all this manual work 
thoroughly; but it is in the performance of his judicial 
duties that he has the greatest difficulties to encounter. 
They bring him frequently into situations of great delicacy 
and painful responsibility. If he finds anything positively 
wrong it is his plain duty to report it to the Department, 
and sometimes to recommend summary proceedings. It 
requires a good deal of nerve for one man thus to array 
himself against the managers and directors of an influential 
institution. He must be able to resist argument, entreaty 
and sometimes corruption itself. Two or three men can do 
this much more easily than one, for not only do they rely 
on each other, but are a check on any disposition to weak 
or corrupt acquiescence. The experience of the States which 
before the National system had Boards of Bank Commis- 
sioners, furnishes abundant evidence of the importance of 
this suggestion. A reform in the service of Bank Directors 
is the greatest present necessity. The frequent attendance 
of a majority of the Board is a point to be strongly 
insisted on, as well as a full record of their proceedings. If 
a majority attend the meetings and do their plain duty, in 
authorizing or approving every loan of money, such a state 
of things as was recently developed in one of the oldest and 
most respectable of our city banks, could never have arisen. 
It would greatly promote regularity of attendance if a small 
fee were paid to those who attend. The practice obtains in 
the insurance companies and many other corporations of this 
city, and it is attended with the best results. The cost to 
the institution is very trifling, while the gain in efficiency of 
management is very great. With a five-dollar gold piece in 
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prospect, a quorum of the best men is rarely wanting. We 
believe the practice of paying Directors an attendance fee is 
universal in London. The French joint-stock banks go a 
great deal farther, for they give the Directors as a compen- 
sation for their time and responsibility, a certain percentage 
of the profits. 

The frequent failure of Savings banks is one of the most 
lamentable features of the present difficulty. Worse than the 
loss of property in the aggregate, is the fact that it is the 
property of the poorer and more ignorant classes. Not only 
are their hard-earned savings gone, but their confidence in 
the system and the class of men who administer it has 
gone with them. Nothing has done so much to discourage 
the lately enfranchised negroes in the laying by of money, 
as the disgraceful failure of the Freedman’s Bank. In this 
city, though the failure of Savings banks has not generally 
been the result of dishonest management, the discouraging 
fact remains. Without Savings banks there is very little 
chance of accumulation among the laboring classes. The 
sums saved are too small at any given time to command 
any safe investment, and the habits of our people are not 
favorable to hoarding. We look to see a great decline of 
such savings with no appreciable addition to the comfort of 
those who have been accustomed to make them. What is 
now laid by will probably be spent improvidently if not 
viciously. Savings bank failures have chiefly arisen from one 
of two causes. Either the bank was established for selfish or 
corrupt purposes, to make places for needy men, or to place 
the large sums deposited under the control of dishonest or 
speculative trustees—or what has more often happened, there 
has been such a shrinkage in the value of investments as to 
make the institution insolvent. For the latter calamity the 
managers are only in part responsible; it is largely due to 
natural causes incident to the condition of the country, the 
operation of which they have seldom foreseen and have been 
powerless to prevent. 

Savings banks have labored under this difficulty. With a 
view to safety, they are, by law, restricted to a very narrow 
choice of investments—all of the highest class—practically 
government bonds and loans on mortgage. The large amounts 
to be invested have created a most unhealthy competition 
for mortgage investments. The market price of real estate 
in this city, and throughout the Eastern States, has been 
greatly inflated by that competition. Actual sales at the 
inflated prices ceased in 73, but the holders of property clung 
to the idea that the stagnation was temporary, and that the 
intrinsic value had not seriously declined. This was true, but 
they were slow to learn that the nominal or appraised value 
had far outstripped the real value. The payment of interest 
on rapidly depreciating property—with decline or loss of 


13 
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rents—became more and more difficult, and in many cases 
ceased, and the property was thus thrown back upon the 
lending institution, with the obligation to take care of it and 
to pay taxes on it. The sources of revenue were thus dried 
up, while the expenses of management continued. The 
larger banks, though losing heavily, have been able to bear 
the strain, but the smaller ones have necessarily gone to the 
wall. Can legislation do anything to restore the system to 
its former position of confidence? Something, but not much. 
Greater restraints can be placed upon the organization of new 
Savings banks, by requiring their promoters to “show cause” 
for their establishment. The exigency should always come 
from the side of those desiring to deposit, and not from that 
of expectant office holders or borrowers. Pains should be 
taken to enlarge the field of investment, if it can safely be 
done; and above all, there should be required periodical exam- 
inations of the bank, at its place of business, by competent 
public officers. There is no possible form of sworn return 
that can take the place of this. Experience amply proves 
that irregularities do not creep in when they are certain to 
be discovered at the next (non-heralded ) visit of a competent 
and honest examiner. 

What we have said with regard to the difficulty of 
finding safe investments, and the great shrinkage in the 
value of assets of Savings banks, applies equally to the 
life insurance companies, and furnishes some excuse for the 
numerous failures which have lately taken place among that 
class of institutions. But we are not aware of any case in 
which it furnishes any adequate explanation of those disas- 
trous, and in most cases, disgraceful bankruptcies. For wan- 
ton perversion of trusts and wholesale misapplication of 
trust funds, the broken life companies stand pre-eminent in 
the ranks of corporate villainy. They have done far more 
than the Savings banks to discourage the savings of the 
classe that need to save, and to discredit the integrity of cor- 
porate managers and trustees. Their opportunities for dis- 
honesty are far greater than that of any other class of institu- 
tions, because the business they carry on is in itself a mystery 
to nine-tenths of those whose lives they insure. Its principles 
are even yet a subject of acrimonious dispute among those 
who are reputed its most learned experts. One of these 
principles is, however, plain, and it underlies all the rest, and 
it is this, that the whole accumulations are trust funds held 
for the benefit of policy holders. These funds have been 
actually so treated as to pervert the trust and defeat the pur- 
poses of those who contributed them. We admit that this 
has often been accomplished under conditions falling within 
the letter of the contract, but every unfair advantage has 
been taken of the ignorance of the party insured, and he has 
been often so confused by the mysteries of “ hocus pocus” as 
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to surrender important rights without at all knowing that he 
did so. The popular indignation against this vicious man- 
agement is, however, so thoroughly aroused, that we cannot 
doubt that suitable means will be found to restore this once 
philanthropic business to a footing of respectability and con- 
fidence. More than any of which we have spoken it requires 
the constant, rigid, and fearless supervision of public officers, 
and above all, thorough examinations, on the spot, by experts 
competent to fathom its mysterious workings. 

What can be done to improve the character of Manufac- 
turing Companies? On the part of the State this: they 
should be required to satisfy the government which enfran- 
chises them that the purpose of their organization is legiti- 
mate; that the capital proposed is adequate; that it is to 
be in a form available for use, and that it is actually paid 
in before the corporate privilege can be enjoyed. The State 
can exercise only a limited control over their interior manage- 
ment; it can and should require sworn returns, but minute 
local examinations would be too burdensome to be under- 
taken. Most of the disasters which have overtaken manu- 
facturing corporations have, however, arisen from a neglect of 
some of the conditions which we have laid down as funda- 
mental to their creation. Either the purposes have not been 
legitimate, or the capital has not been adequate, or it has 
been tied up and rendered unavailable, or though stipulated 
it has not been paid in. The commonest mistake has been 
to allow too little for working capital. This is generally fatal 
in the end, for there is scarcely any business so steadily pro- 
fitable as to provide its own motive power. When all the 
capital is absorbed in the plant—often with a debt on it 
besides—and reliance is had on borrowing to work the busi- 
ness, it is sure to come to grief. Yet such has been the 
actual condition of a large part of the manufacturing estab- 
lishments of the Eastern States for the last ten years. Banks 
and commission merchants have furnished their quick capital 
and have had to bear their ultimate losses. As we have 
already stated, bad business is a public as well as a personal 
calamity, and the State owes a duty to its citizens to prevent 
it as far as possible, by withholding its sanction to the crea- 
tion of weak or improvident companies. Bad management 
can only be prevented by the care and active intervention of 
the shareholders. At the best, corporate business is rarely so 
well managed as private business, for this reason, especially, 
that it is managed by agents rather than by owners. This is 
a strong argument against adopting the corporate form when 
there is private capital to be obtained adequate to the busi- 
ness. A very common source of trouble is the overestimating 
of plant or property turned over by individuals as their con- 
tribution to stock. Many a shaky private concern has been 
made a joint-stock company, with no other result than to 
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swindle the outside stockholders. Let the cash subscribers 
beware especially of patents or good-will, which are often put 
in at valuation absurdly exaggerated. 

The subject of railway management is too large a one to 
be satisfactorily entered upon at the end of a long paper. 
There is here a wide field for carefully considered legisla- 
tion ; but reforms must necessarily be slow and gradual, in 
view of the many and great interests involved. It occurs to 
us at this time to offer a single suggestion only, and that is, 
that before any company should be empowered to enter 
upon the construction of its line, a certain sum per mile, 
depending on its estimated cost, should be required to be 
responsibly subscribed, and a given per centage of it paid in 
in cash. The power to create bonded or other debt would 
seem also to be capable of statute regulation. 

In conclusion, we desire to see the hand of the State 
more visible in the control of corporations of every sort. 
They are artificial beings, dependent upon the people for 
their franchises, and so long as these are enjoyed, it is the 
duty of the State to see that they are not exercised to the 
pubiic detriment. To this end a rigid supervision over them 
should be constantly maintained, and the power to arrest 
injury by summary injunction or other suitable official 
remedy should be carefully reserved and fearlessly exercised. 


The growth of corporations either in number or in power 
is at least a doubtful good; but so long as their existence 
is as necessary to the development of the country and the 
management of its industries as it seems now to be con- 
sidered, every precaution should be taken to hold them to 
a strict account, and to confine them to their legitimate func- 
tions. 


NEGOTIABLE INSTRUMENTS.—In the case of Samstag vs. Conley, the defend- 
ants were sued as maker and indorser, respectively, of an instrument in which 
the maker waived ‘‘any and all exceptions under and by virtue of any execu- 
tion, exemption, homestead or stay laws of the State of Missouri, or that of 
any other State,” and in which he promised also *‘to pay a reasonable 
attorney’s fee for the bringing of suit in collection of this note, if suit thereon 
be brought or collection thereof be enforced after the same shall become 
due.” The Supreme Court of Missouri held, (1) affirming Bank vs. Gay, 
63 Mo. 33, that it was not a negotiable promissory note; (2) that the defend- 
ants were not jointly liable; (3) that the assignor could only be held liable in 
an action against him upon his implied undertaking to pay after due diligence 
used by the assignee in the institution and prosecution of suit against the 
maker for the recovery of the money due, or in the event of insolvency or 
non-residence of the maker, so that suit would be unavailing or could not be 
instituted. 
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OUR NATIONAL WEALTH AND TRANS-PACIFIC 
COMMERCE. 


Some important economic questions, which were much dis- 
cussed during the years immediately following the completion 
of the Pacific railways, are again commanding the attention 
of our thoughtful bankers and merchants. Among them is 
the problem whether we are likely to attract to our Pacific 
railroad route any considerable portion of the European trade 
with the Orient. It is well known that the established routes 
commerce are very difficult to be disturbed, and that those of * 
of Oriental commerce are peculiarly obstinate and averse to 
change. Still, the history of the last five centuries show sev- 
eral revolutionary changes in this respect, and it has been 
suggested as by no means impossible, that the present war in 
Asia may assist in diverting a portion of the Eastern com- 
merce from the threatened highways to our safer lines of 
communication. The completion of our Pacific railroad lines, 
and the organization of the Trans-Pacific steamer service, 
were rapidly followed by the opening of the Suez canal. The 
grand movements of commerce with the Orient received a 
new impulse from these events all over the world, and the 
results are as yet, only beginning to show themselves. 

A still more practical question is as to our own trade with 
the Orient, the direction, value, and volume of which have all 
sustained considerable development. From the Atlantic to the 
Pacific sea-board, our American merchants have been accus- 
tomed to send their heavy freights by way. of Cape Horn, 
while the passengers and light freights took the route of the 
Isthmus. The long distance was 17,000 miles ; the short one 
was more than 5,000; the long route required ninety days, 
and the short one twenty days. The railway brought a great 
change, as it enabled travelers to pass between the maritime 
capitals of the Atlantic and Pacific coasts in seven days, and 
a special train has even made the journey in half that time. 
Freight followed the same route to such an extent that the 
business of sailing ships by way of Cape Horn has been 
materially lessened, as well as that of the steamers by the 
Isthmus. Of course the greatest effect of the Suez Canal was 
felt in Europe, and specially in England, the maritime queen 
of the commercial world. The route zd the Cape of Good 
Hope was almost abandoned for the new one, which saved 
thousands of miles in distance, and avoided two passages of 
the Equator and the Torrid Zone. France and French 
interests built the canal, and were opposed by England. But 
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the latter country has been the greatest gainer by its con- 
struction. 

What will be the future course of the commercial revolu- 
tion which has begun it is obviously premature as yet to 
attempt to foresee. Before this problem can be solved, we 
must learn more as to the Turko-Russian struggle, and of 
its probable influence upon Oriental commerce and trade. It 
is quite evident that the free navigation of the Suez Canal is 
not unlikely to be threatened, should the war spread or be 
long continued. And as commerce shuns danger and _ incer- 
titude, we shall not be surprised to find that the promising 
business of the Suez Canal has received a temporary check. 

With regard to our own route, the commerce of our Pacific 
steamers is made up of a larger variety of commodities than 
is by many persons supposed. From January to July the 
steamers bring principally teas and silks, and great expedi- 
tion is used in the transport of these goods. Tea deteriorates 
with age, and the sooner a new crop can be put on the market, 
the better will be the tea, and the greater will .be the 
proportionate profits of the shipper and consignee. When the 
steamer arrives at San Francisco, the railroad cars are drawn 
up at her side and the chests of tea or bales of silk are 
transported at once, without the necessity for a second hand- 
ling. The work goes on with great rapidity ; in a few hours 
the transfer is complete, and the train is on its way to the 
eastward. It has the right of way over everything but a pas- 
senger train; nothing is allowed to stop or delay it. It con- 
tains from twenty-five to thirty cars; it climbs the Sierras, and 
winds through the snow-sheds; crosses the alkali plains of 
Nevada and Utah, and steadily ascends the long slope of the 
Rocky Mountains, till it halts at the water shed between the 
Atlantic and the Pacific, more than 8,oo0 feet above the level 
of the sea. Then down the mountains and through the broad 
valley of the Missouri, across the fertile prairies of the Mis- 
sissippi, striking the lakes, and crossing the Alleghanies, the 
train comes at length to the seaboard. Twelve days suffice 
for the journey, and in one instance a tea train carried its 
cargo in nine days and a few hours from San Francisco to 
New York. 

With the present system of commerce a man may do four 
times as much business as formerly. A decade or two ago, 
it took the best part of a year to send a cargo of tea or 
silk from China or Japan, and get the returns therefor ; from 
six to twelve months capital was locked up, and there was 
no way of releasing it. Now the steamers and the railway 
are able to deliver cargo in New York in twenty-eight days 
from Yokohama, and in thirty-three days from Hong Kong. 
If we multiply those figures by four for Hong Kong, and by 
five or six for Yokohama, we shall not be far from the best 
time of the old sailing ships. 
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Such are the main advantages which have been realized for 
the tea and silk trade under our new system of steamboat 
and railroad transportation to the Orient. Not only is there 
a great saving of time, but there is also an avoidance of the 
mischievous heat of the tropics. The subjoined details are 
given by a correspondent of the New York 7Zimes, from whose 
interesting letter of 26th June, we have taken much of the 
information above given. He says of the transportation from 
China and Japan to San Francisco: 


‘The work is not always done by steam; there are wheels within wheels, 
and Captain Bradbury, President of the Occidental and Oriental Steamship 
Company, has pointed out some of them to me. ‘We send sailing ships now 
and then,’ says the Captain, ‘at the beginning of the tea season, when there 
is a rush of the article, and everybody wants to get off as much of it as possi- 
ble. We have to compete with steamers that go direct from Hong Kong to 
New York by the Suez Canal, and we do it by sending sailing ships to San 
Francisco and forwarding their cargoes overland by rail. We can thus beat the 
time of these direct steamers considerably, and put our rates very low. Our 
clipper ships make very good time. Last year one of them came over in thirty 
days, and without the least injury to herself or cargo.’ So you see that a 
steam line finds it advantageous to employ sailing ships on special occasions, 
while for regular business, the former have almost supplanted the sailers. 

‘*From January to July, the cargoes are principally teas and silks; from July 
to January, there is a goodly share of those articles, and then come in addition, 
hemp, sugirs, coffee, rice, and general merchandise. The steamers get the 
greater part—probably two-thirds—of their cargoes from Hong Kong, and one- 
third from Yokohama. Of late there has been a considerable trade in Japanese 
curiosities. The damage to Japanese goods is much greater than to Chinese, 
for the reason that the Japs are ignorant of the art of packing. They have only 
had this sort of trade for a short time, while the Chinese have been in it 
for hundreds of years. But the Japanese are quick to learn, and in time they 
will doubtless pack their goods better. 

‘*When the steam lines first began running to China and Japan, they had 
comparatively little outward freight, and the best they could do was to take out 
coal as ballast, and sell it for a small profit. Now they have an average of a 
thousand tons of freight each trip, and sometimes they exceed that figure con- 
siderably. The principal article they take is flour, and next to it comes dried 
fish. The Chinese, with all their ingenuity, do not seem to have learned the 
art of clock-making, but rely upon the outside barbarians for their timekeepers. 
Large quantities of quicksilver are sent out—2,oco to 3,000 flasks by each 
steamer, and some cargoes have exceeded 4,000 flasks of 76% pounds each. 
There is quite a demand for lumber for packing cases, and for building purposes, 
and there is a steadily increasing market for American fruits, both dried and 
canned. Nearly every steamer takes $1,000,000 or so in silver coin, chiefly in 
trade dollars. Mexican dollars have long been a well-known commodity, and 
are in constant demand ; the trade dollar was created to supply this want, and 
is rapidly doing so. 

‘* Nearly all heavy machinery for the East goes from the Atlantic coast in sail- 
ing ships. Plows, reapers and mowers, spades, hoes, and other things for 
farmers’ use are called for in limited quantities, and there is a reasonably steady 
demand for Fairbanks’ scales adapted to the Oriental standards. In medicine, 
as well as in justice, the Chinese go abroad; there is a steady demand for sev- 
eral American products in this line, the most prominent being ginseng, which 
comes mainly from Ohio, Kentucky, and the neighboring States.” 
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FOREIGN COMMERCE OF THE UNITED STATES. 
BY GEORGE M. WESTON. 


Certain aspects of the commerce of the United States with 
the East, and with the several countries in this hemisphere, 
in contrast with the commerce of Great Britain, France, and 
Germany, with the same regions, are attracting, and doubtless 
deserve, public attention. The general fact seems to be, that 
of many manufactured articles, which we now produce quite 
as cheaply, quality considered, as our European commercial 
rivals, we send far less than they do, to countries, none of 
which are more difficult of access to us than to them, and 
many of which are much nearer to us than to them, some of 
them being in fact our nearest neighbors. 

In the year 1874, according to figures collected by the 
Bureau of Statistics, the exports from the United States, 
Great Britain and France, to certain American countries, were 
as follows : 

United States. Great Britain, France. 

. $6,004,370 ... $6,614,380 ... $4,512,708 

2,813,990 ... 14,462,425 ... 9,269,970 

peecscseco SQOMEGGRN sas 9,149,885... 6,498,690 

Columbia 5,359,344 « 12,960,780 ... 5,705,695 
Argentine Republic. 2,633,963 ... 15,961,695 ... 14,775,806 
Venesuela...........:. 147,620 ... 6,520,780 ... 527959539 
Brazil 7,705,820 ... 40,230,750 ... 16,658,215 


Total............+0.s 28,287,013 ...$§ 105,900,695 ... $ 62,206,543 

Among the items of these exports were the following: 
Manufactures of United States. Great Britain. France. 

OB svaicissinonensians $ 2,264,000 ... $38,850,000 ... $3,000,000 


Iron and steel........ 353859533 +++ 15,803,395 «.. ee 
Leather 200,000 ... 1,650,000 ... 8,215,000 


The following comparison for 1876, shows substantially the 
same aspects : 


Exports to From United States. From Great Britain, 
Argentine Republic $ 1,519,190 ath $ 15,620, 142 
Brazil 7,253,218 ov 38, 249,453 

chili 2,156,752 oa 13,372 094 
4,706,778 sia 5,624,613 


695,859 oo 7,893,261 
PU SURY vncscccceve ast aiauneaaee I, 126,123 ee 6,124,038 
COMMING, .o.s6c68s cccccces ncadine 3,946,442 ia 12,870,952 


$ 21,404, 362 tee $ 99,754,553 
Cuba and Porto Rico, seem to be the only part of this 
hemisphere to which our exports are greater than those of 
Great Britain. Our trade with those Spanish islands was— 
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Imports from. Exports to. 
$ 58,240, 534 $ 15,840, 584 
67,720, 205 14,751,956 
63,023, 512 15,345,134 

British exports to Cuba and Porto Rico average about 
eleven million dollars annually. But even in this case, the 
superiority of Great Britain in exporting manufactures is 
marked. All its exports to Cuba and Porto Rico are manu- 
factures, except about half a million dollars in coals. Our 
exports are nearly one-half raw products, which Great Britain 
cannot furnish. 

A city journal (the Zvening Post) prints tables showing that 
countries south of us on the Continent, and in the West India 
Islands, whose imports amount annually to 366 million dollars, 
import from the United States only fifty-six millions, and that 
about one-half of the fifty-six million$’ consists of manufac- 
tures, and the other half of bread-stuffs, provisions, petroleum, 
&e. 

In the Asiatic trade, the exports of the United States for 
the fiscal year ending June 30, 1876, were: 

To China (exclusive of Hong Kong.)..........sesccsssees $ 1, 390, 360 


*“* Hong Kong II, 269,121 
I, 101, 766 


The United States exports to Hong Kong included large 
amounts of gold and silver from San Francisco. 

British exports average annually about fifteen million dollars 
to Hong Kong, thirty millions to China, (exclusive of Hong 
Kong ) and ten millions to Japan. To India, Great Britain 
exports 109 millions, and the United States less than one 
million. 

These comparatively small exports from the United States 
have been largely due, without doubt, in times past, to the 
superior cheapness of European manufactures, a superiority 
which is rapidly disappearing. But the facts have at no time 
been fully explained by that circumstance. Our European 
rivals have commanded the largest trade in many articles 
produced most cheaply in the United States. That is true of 
coarse cotton cloths, and other examples are numerous. In 
1874 the English sent to Brazil $761,635 in butter and cheese, 
and the French sent §$ 367,958, while the United States sent 
only $6,000. 

Whether these unfavorable aspects of our foreign trade can 
be improved, and if so, in what way they can be improved, 
or are likely to be improved, depends upon their causes. Of 
many efforts to explain what these causes are, it may be said 
that they are to the last degree puerile. 

Some persons find the cause in our tariff duties. Trade 
they say is always barter ; imports must balance exports ; and 
if we obstruct imports, exports must be correspondingly 
diminished. It is undoubtedly true that in the long run, sav- 
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ing always exceptional circumstances, aggregate exports must 
balance aggregate imports. Otherwise, a country might be 
entirely drained of money, or have a useless excess of it. 
In that general view and sense, trade is barter. But nearly 
our entire trade, both ways, and with all countries, is a cash 
trade, and there is no reason why imports and exports with 
any particular country should balance, and it is very rarely 
that they do so, as a matter of fact. The very countries in 
respect to which the smallness of our exports is complained 
of, figure very largely in our tables of imports. The year 
ending June 30, 1876, gives the following results : 

Exports from Imports into 

United States. United States. 

Argentine Republic $ 1,519,190 a $ 3,602,736 

. 72253,218 tee 452453173 

I cc vcrsdscnnccneecades grcececeee 4,706,778 om 12,505,753 

OID sccctericnse nexnenwennssinn 3,946,442 5»497,646 

Venezuela 3,424,278 <a 5,875,715 

Central American States......... 938, 102 vn 1,819,120 


2,199,510 sas 755,222 
13,746,058 ion 58,717,688 
2,099,076 ws 45305, 824 
I, 101, 766 aa 15,508, 170 
I, 390, 360 sae 12, 360, 851 
BERN DRONE, oc sasnacenasvnacesiontsa 1,269, 121 see 493,690 
British East Indies 364,135 ons 12,809,937 


WN cisadhsceidciimniaiensiaténias $ 53:958,034 ee = 8 179,705,525 


It is thus quite clear that the smallness of our exports to 
these countries is not explicable on the ground that we do 
not import largely enough from them. And it is only in 
respect to one of these countries, Chili, and the single case of 
the duty upon copper, that there is the least color for saying 
that the imports are diminished by our tariff. 

A still more decisive observation in respect to these coun- 
tries is, that the tariff on their commodities is, upon the whole, 
lower in the United States, which exports but little to them, 
than it is in Great Britain, whose exports to them are so 
enormous, and very much lower than in France, whose 
exports to them so largely exceed our own. The demagogue 
cry of a “free breakfast table”’ frightened our politicians into 
taking off the duties on the teas of China and Japan, and 
the coffee of Brazil, although nobody has discovered that 
his breakfast table was thereby made freer or cheaper. 
Great Britain collects a large revenue from those articles. 

The demand for reciprocity treaties with the various coun- 
tries in North and South America, is made upon the general 
view of thereby acquiring special rights of supplying them 
with manufactures, more advantageous than those accorded to 
other nations. It cannot benefit us to have duties remitted 
or reduced, in Mexico, if equal remissions are accorded to 
Great Britain, which would leave us, so far as competition 
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with the English is concerned, precisely where we are now. 
That was, and is, the difficulty with the scheme of enlarging 
our Canadian market for manufactures, as Canada is com- 
pelled, from the nature of its relations with Great Britain, to 
admit English manufactures upon whatever terms it accords 
to us. Mexico, and other independent countries, may undoubt- 
edly accord to us special favors, but it is very certain that 
they will not do so except for considerations which would 
involve more loss than the favors are worth. There is no 
difficulty in negotiating any number of such treaties as that 
with the Sandwich Islands. Poor bargains can always be 
quickly closed. An exchange of the market of forty-five mil- 
lions of people, for a market one-tenth, or one hundreth part 
as large, can be made any day. There is not an island in 
the West Indies which will not undertake to buy of us all it 
consumes, if we will give up fifty millions of annual revenue, 
and take its sugar, molasses, and rum, duty free. 

Another proposed remedy for small exports is the admis- 
sion of foreign-built ships to American registry. As our large 
ports are always full of the ships of foreign nations, and as 
the employment of such ships is, and always has been, free 
and open to our exporters, they can gain nothing by the 
admission of such ships to American registry, unless we 
can sail them cheaper than foreigners do, which is notori- 
ously not the fact. 

Another remedy is that of subsidizing steam lines. Such a 
policy, if the subsidies can be so granted as really to reach 
the lines themselves, and not be divided between mem- 
bers of Congress and outside lobbies, has undoubted 
merits distinct altogether from the question now being dis- 
cussed. The building in the United States of its own ships, 
of iron and of wood, is essential to the maritime strength and 
independence of the country. Within ‘reasonable limits, sub- 
sidies to American-built sea-going iron steamers, may be a 
needed offset to similar measures of our commercial rivals. 
England subsidizes steam lines on a large scale. There is one 
kind of free trade which never runs mad, and that is British 
free trade, which is always as true to British interests as the 
needle is to the magnetic pole. 

Subsidies to American steam lines may also have some 
favorable influence upon the magnitude of our exports, but 
the extent of such an influence is probably over-rated. It is 
certain, at any rate, that our exportation is relatively small 
as compared with that of Great Britain, to countries such as 
Cuba, Columbia, and Japan, where our facilities of that kind 
are quite as ample. 

Another proposed remedy is that of producing articles for 
export on a gold basis, which can mean nothing else than 
purchasing raw material, paying laborers, and renting or 
erecting buildings or machinery on a gold scale of prices. If 





204 THE BANKER’S MAGAZINE. [ September, 


this is an efficient remedy, it has been within everybody’s 
reach these many years past. We have had since 1862, a law 
compelling the acceptance of greenbacks from debtors, but 
we never had a law, or a condition of fact, which hindered 
the buying, selling, or hiring of anything for gold. Many 
articles are bought and sold every day for gold in our large 
cities on the Atlantic coast, and everything is so bought and 
sold on the Pacific coast. If our manufacturers have not 
resorted to the gold basis, it is probably because of their 
inability to perceive that it would be of any advantage to 
them. They see, of course, that they can buy raw materials 
and hire labor at lower rates for gold than for greenbacks, 
but they see also, that the cost of gold above the cost of 
greenbacks, exactly offsets the superior purchasing power of 
gold. 

It is amusing to observe, that while there are financiers in 
the United States who insist that articles cannot be procured 
cheaply enough for export, with a currency depreciated below 
gold, there are financiers elsewhere, no wiser, who teach that 
the way to export largely is to bring about this very depre- 
preciation, and that the greater the depreciation, the more 
exports are stimulated. 

Thus the London LZconomist of June 2, 1877, says: 

‘¢The more the currency of a country depreciates, the more speedily will that 
country sell its goods abroad. What happened in India was this: silver having 
fallen in value here, it became very profitable to buy silver rupees in this market, 
and then buy goods with the rupees in India. In that manner the exports from 
India largely increased. Very similar causes are at work in Russia. Not only 
has the silver rouble depreciated, like everything else made of silver, but the 
paper rouble has fallen more extremely; and the effect upon the export trade 
is inevitably to stimulate it. When native currency is becoming less valuable 
than foreign money, an increased export to foreign countries ensues,” 

Nothing can be clearer than that the sale of a ton of Rus- 
sian hemp for a given weight of gold, will yield to the Rus- 
sian exporter a quantity of Russian paper roubles increased 
precisely in proportion to their depreciation below gold. But 
on the other hand, the cost of the hemp, reckoned in paper 
roubles, will increase in precisely the same proportion. The 
Haytian planter who raises coffee on a paper currency, worth 
two or three cents on a metallic dollar, finds himself no 
better off and no worse off when he sells for metallic dollars, 
than the Brazilian planter who raises coffee on a currency 
worth ninety cents on the dollar. The appreciation or depre- 
ciation of the currency of a country affects only its own 
internal dealings and prices, and can have no effect upon its 
foreign trade. The India case turns upon its own peculiar 
circumstances, chief of which is the fact, that silver is the 
money of India and only a commodity in England. 

The fact which is observed, is, that to many countries quite 
as accessible to us as to our European commercial rivals, our 
export trade is relatively far below theirs, taking into account 
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the relative abundance and cheapness in which the commod- 
ities which make up this export trade are produced by us and 
by them. The obvious explanation is the sufficient and true 
one, that we lack, as compared with them, merchants and 
mercantile scope and energy. If a trade offers itself, with good 
prospects of profits and expansion, and is not prosecuted, or is 
not prosecuted so much as it might be, it is because there is 
nobody to prosecute it, or too few to prosecute it to the extent 
of its possibilities. We need not look far for reasons, when a 
plain and sufficient one is close at hand. It being shown that 
opportunities for lucrative commerce with South America and 
Asia have remained, and still remain unimproved, or compar- 
atively so, there can be no other explanation than that we 
are deficient in the mercantile classes necessary to the improve- 
ment of this particular kind of opportunities. 

L. V. Thomas, representing himself as having been a resi- 
dent for portions of twenty years in Spanish-American coun- 
tries, writes to a city journal (the Z7mes )— 

‘* Nothing more impresses a returning American citizen than the want of vital- 
ity, and even curiosity, about commerce among New York merchants. Many of 
them have become speculators, giving to an automatic telegraph instrument the 
time they formerly spent watching the premiums on their absent ships. Others 
have retired, and listen absently to any talk about proximate countries. There 
is less counting-house knowledge of foreign geography and productions at this 
minute in the United States, than existed fifty years ago. Fewer American 
supercargoes and junior .partners travel. . . Wherever you go in Central and 
South America, the vigor of the British mercantile character is seen. German 
traders are steadily following them, and are now the leading retail merchants in 
Mexico, Havana, and other cities. Some French tradesmen are also making 
headway. But the few Americans in the trade of Spanish America do not do 
justice to our national enterprise.” 

At the National Convention a year ago of the leather 
interest, an American, long resident in the Argentine Repub- 
lic, said that we might sell there twenty million dollars 
worth of leather goods, instead of sending the one-hundredth 
part of that to the whole of South America, but that, to 
do so, “our merchants must have branch houses there, as the Eng- 
lish and Germans have.” 

Our lack of merchants is shown by the fact, that recent 
movements to extend the foreign sale of our manufactures 
have been principally made, not by merchants, but by the 
manufacturers themselves. The paper manufacturers com- 
bined not long since in a plan of exports to Europe, and 
the cotton interest of Fall River, as is well known, has sent 
agents, not only to Europe, but to South America. So 
generally understood is our deficiency in mercantile enter- 
prise, that the Secretary of the American Iron and Steel 
Association, after describing in his recent annual report 
various kinds of iron manufactures in which we excel 
European nations proceeds to say: 

‘*The way to extend our markets and increase our sales abroad is to 


display more commercial enterprise and tact than has been customary with 
American iron and steel manufacturers.” 
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It is thus, not to merchants, but to the iron and _ steel 
manufacturers themselves, that the Secretary looks for the 
“ more commercial enterprise,’ which the case needs. 

What is true of manufacturers of iron, seems to be true 
of the manufacturers of boots and shoes. There are no 
merchants to look up markets for them, and they become 
their own merchants. A city journal, ( Zribune, of August 
4th,) says: 

**One of the signs of the times is the eagerness with which American boot 
and shoe makers are scouring all regions of the earth to build up a foreign 
trade in their goods. They are succeeding fairly. American styles are pop- 
ular, and there is a prospect of America shoeing the Japanese Empire and all 
South America.” 

The truth is, that since the beginning of this century, 
there has been a change in the predominating direction of 
the enterprise of our Atlantic cities, from foreign commerce, 
to interior development. The change followed naturally the 
passage of the Alleghanies by roads, canals and railroads, 
and the opening up of the illimitable valley of the Missis- 
sippi, and has probably secured the best application for the 
time being of the capital, energy and devising skill of our 
people. There is no less talent, or scope, and certainly no 
less eager and wide-reaching search for wealth wherever it 
may be found, than there was in 1800. But the prevailing 
direction of these qualities and impulses has been changed 
from exterior commerce to mining and to railroading. The 
men who watch the “automatic telegraph instrument,’ which 
records the fluctuations in their investments, are as vigilant, 
active and wide-seeing as their predecessors, who planned 
and executed trading ventures in foreign parts. 

It is, of course, true, that commerce in the United States 
has greatly increased in fifty years, but the increase has been 
mainly in the exchange of agricultural staples, for the pro- 
duction of which we have peculiar natural advantages. It is 
an increase which is no evidence of our commercial enter- 
prise, and would have occurred if no American exporters 
had existed. The English would come for our cotton if we 
did not send it to them. 

All rules have their exceptions, and rules are sometimes 
said to be proved by their exceptions, but the general fact 
in the history of the world is certain, that foreign commerce 
has flourished eminently in countries of small territorial 
extent, and oftentimes in cities with scarcely any territory 
beyond their own limits. The examples of such cities are 
innumerable, from the Tyre and Sidon of ancient times, to 
the Italian cities and Hanse towns of the Middle Ages. In 
more recent times, Portugal and Holland preceded England 
in the commercial race, and to this day the Dutch, still 
industrious and enterprising and not finding in their cramped 
home territory any proper scope for their enterprise and cap- 
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ital, maintain a foreign commerce which is immense. Great 
territories direct commerce to internal channels, and when 
great territories are also new and abound in natural resources 
demanding development, they are still more unpropitious to 
foreign trade. 

The mercantile spirit, if it exists, must have tools to work 
with, and at a cost not so high as to prohibit their use. 
There must be “ supercargoes and junior partners” to travel, 
and there must be agents to reside permanently abroad, and 
in all sorts of places, uninviting as well as inviting. There 
is no lack of the material in this country. The American 
commercial drummer may be confidently matched against 
the world for alertness, shrewdness and persistency, and for 
some other qualities, hardly so reputable, but apparently 
necessary in the present condition of trading morality. He 
will not give up the comforts of American hotels and rail- 
roads, until the increasing numbers of his class make home 
employment more difficult to be procured and less remu- 
nerative. The general fact in recent years has been, that 
the demand of railroads and other interior enterprises for 
capable and trained men, has kept their pay so high, that 
merchants could not employ them abroad in competition with 
European merchants, whose facilities of that kind have been 
so much greater. A change in this respect will come, even 
if slowly. Indeed, it is already visible. 

Repeating here, what the writer of this article has said 
elsewhere, if capital has not gone into foreign trade, it is 
because it has been more urgently needed at home. If 
American commercial travelers and resident agents abroad 
have been so few, it is because the demands nearer at hand 
have been so great and so pressing. The change will come 
as the requirements of internal development diminish, and 
not by legislation, or by the shallow quackeries of recipro- 
city treaties. There is nothing in the past to be complained 
of or regretted. The capital, enterprise and industry of the 
country have been well employed, in the directions indicated 
by our condition, and with results which justify pride and 
congratulation. Nature moves by a slow progression, unob- 
served and in the stillness of the night. First the leaf, then 
the bud, and then the flower. A solid basis has been laid 
for foreign commerce, in a developed country, and perfected 
arts. With expanding outlets will come a greater develop- 
ment, vaster accumulations, and a higher perfection. We can 
safely rely, that when the genius and aptitudes of our peo- 
ple shall take the direction of foreign commerce, they will 
be as efficient and successful as when scaling mountains, 
constructing railroads, and subjecting a wilderness to culti- 
vation. 

It is in resources unexhausted that the hope lies of future 
growth. If the field of external commerce had been already 
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reaped, it could not be looked to for a new advance. It is 
because it has been as yet scarcely touched that the future 
of our commercial cities may so much exceed their past. In 
view of their opportunities ocean-ward, the growth of Balti- 
more, Philadelphia, New York and Boston has only begun. 
Via patet. Nothing obstructs the way, and the time has 
come to enter upon it. 


THE ELEMENTS OF BANKING, 
BEING THE SECOND OF THE GILBART LECTURES ON BANKING. 
DELIVERED AT KING’S COLLEGE, LONDON (SESSION 1877), 
BY PROF. LEONE LEVI. 


In. one of the lectures on banking I had the honor to 
deliver last year, I represented to you England as the great 
workshop of capital. Here, is a multitude, working, strug- 
gling, panting, from day to day, to gain for themselves a 
bare existence. There, are others, immensely prosperous, 
gaining thousands, and spending hundreds. In agriculture 
and in manufacture, in the walks of the arts, literature and 
science, in commerce and shipping, and in the government 
and defence of the state, this vast population is constantly 
hard at work, with varying success and fortune, yet 
altogether amassing large and portentous amounts. But 
those who accumulate capital are not themselves always able 
to employ it productively. The sellers and the buyers of 
capital are two distinct classes of persons. What lending and 
borrowing, what trusting and advancing, what placing and 
displacing of capital, in money and merchandise, in building 
and machinery, in roads and canals, are required to maintain 
the great factory of human labor and industry in constant 
activity! Who are they that move this great machinery, 
bring lenders face to face with borrowers, control and sup- 
ply, provide and distribute capital in every nook and corner, 
take it from where it abounds, send it where it is needed, 
cause the supplies of the agricultural districts to flow into 
the towns, and make millions and millions to pass from hand 
to hand, and to effect the most wonderful operations of 
exchange? These are the bankers. They are the interme- 
diaries. They are the moving power, the great instruments 
regulating the traffic of the world. Well may banking be 
called the queen of industries. Traders you may be, my 
friends, in some limited sense, but you are more than traders 
—you are bankers. 

Bankers, let it be remembered, do not create capital; they 
only give it new utilities. No operation of banking can add 
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one iota to the previously existing capital of the nation; it 
only helps to distribute it in an advantageous manner. A 
great blunder has often been committed by supposing that 
by the issue of bank notes payable to bearer, a banker has 
it in his power to create capital to any amount. A _ banker 
may mobilize capital, but the capital must exist quite inde- 
pendently of his action. Bank notes, bills of exchange, and 
any other instruments of capital, may represent capital, but 
they are not so in themselves. The utility of credit consists, 
not in putting in circulation so much paper, but in pro- 
curing to him who wants capital the use of that which 
belongs to another who cannot use it profitably. It prevents 
capital remaining idle. It makes production more active, 
capital more available. Law’s bank and the currency-mongers 
of every century have ever stumbled at this, that credit is 
capital, and that bankers can use or abuse the credit they 
possess for the issue or circulation of any amount of capital. 
Buoyancy of trade, an exceptional run of good fortune, 
sanguine expectations, and the publication of fabulous profits 
on speculation, whether true or false, encourage the invest- 
ment of capital in wild enterprises, and the assumption of 
liabilities of inordinate amount. A crisis comes, and the 
gates are shut for the supply of capital. Issue notes, cries 
the forlorn speculator, the abuser of credit. Yes, if they can 
be issued on the existence of Jdond fide capital. Otherwise, 
what will be the value of them? A state undertakes a war, 
and expends millions and millions of hard-won capital. Gold 
and silver take wings, and commerce and industry languish 
for want of capital. Issue a forced paper currency. Let 
that be your capital. Alas, no. Capital cannot be manipu- 
lated ; it must be produced by dint of toil and industry, and 
it is not in the power of either the state or the bank to cre- 
ate a single farthing of good, Jond fide capital. 

But the grand triumph of banking consists in attracting 
capital from the most unlikely sources into its coffers, 
Bankers are the gatherers of the savings of the people. By 
many years’ hard labor and wonderful abstinence from waste, 
you have succeeded in saving £10 or £100. Do not hide 
that sum in the cupboard ; do not bury it under your feet. 
Bring it to me, says the banker. If you keep it yourself 
thieves will steal it from you, troublesome friends will man- 
age to take it from your hands. Put that money into my 
coffers, and you will have it safe. You have earned ¥ 100 
to-day, which you will not need for months. Let it not 
remain idle even for that time. Your commodity is of 
immense value. Let me utilize it, says the banker, whilst 
you cannot use it. It is not long since every merchant kept 
a certain amount of spare cash in his box. Why such waste? 
Bring to me all your spare cash, and I authorize you to 
draw cheques for the same in sums as low as £1. You are 
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laying by money to pay your bills or rent due next April or 
May. Do not let that money remain idle in the meanwhile. 
Bring it to me. And so by dint of perseverance in offering 
their good services, and by an appeal to self-interest and a 
sense of security, bankers have succeeded so to insinuate 
themselves in the good graces of the community, that people 
have learnt to have a perfect repugnance to keeping by them 
needless amounts of currency of gold or notes. They feel, 
more than ever, the inconvenience of it, the risk attending it, 
and the loss of interest involved in keeping it on hand, and 
so they place all they have in the bank. 

There are certain conditions, however, to the success of a 
bank in collecting the savings of the people. It must be at 
hand; it must be safe; it must offer a sufficient advantage. 
It must be at hand. Look at what has been achieved by the 
post office. Before the introduction of the penny postage 
there were in the United Kingdom 4,500 post-offices, and 
together there were carried 168,000,000 letters; that is, in the 
proportion of 37,000 letters per post-office. In 1875 the num- 
ber of post offices and letter boxes was 22,000, and the num- 
ber of letters carried 1,000,000,000 ; or in the proportion of 
45,000 each. Before the introduction of the post-office savings 
banks the number of trustees’ savings banks was 366, and 
together they had £ 36,000,000 of capital entrusted to them. 
The post office added 4,853 savings banks; and whilst the 
old savings banks have increased their deposits to 
4 42,000,000 the post-office savings banks have gathered 
# 25,000,000 more. And so in banking. Compare England 
with Scotland. In Scotland, with 251 banking offices per 
million inhabitants, there are £ 23 deposited for every inhabi- 
tant. In England and Wales, with only 78 banking offices 
per million inhabitants, there are only £16 deposited per 
inhabitant, including all the discount and private banks ; 
and remember, England is immensely richer, and at least 
seven times greater in every respect than Scotland. Does 
this not prove that just in proportion as a bank becomes 
accessible to the community, so it is able to attract deposits 
of its savings? 

It is not sufficient, however, that the bank be at hand—it 
must be safe. The safety of the bank must be clear and 
undoubted. “Safe as the Bank” is the common saying, and 
it must be verified by experience, for the slightest shadow, 
the merest glimmer of a doubt, will destroy all its chances 
of success. But how is this full, complete, unshaken confi- 
dence to be secured? By the possession of a large capital 
and a competent reserve fund, and by a well-established 
character for prudence and wisdom in management. By a 
wise provision of the law, no bank can be founded without 
a capital of at least £100,000. But that is not a sufficient 
amount. Exclusive of the Bank of England, which has a 
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capital of £ 14,000,000, 117 English banks have an average 
paid-up capital eaeh of £ 268,000; 11 Scotch joint-stock 
banks have an average paid-up capital each of £ 882,000, the 
reserve amounting to an average of £ 110,000 in the English 
banks, and ¥£ 351,000 each in the Scotch bank. What amount 
of reserve funds ought the Bank of England or any bank to 
keep to be prepared for any contingency or any extraordinary 
demand on their deposits is a question of great difficulty, 
most ably dealt with in Mr. Bagehot’s work on Lombard 
Street, and in the pages of the Economist. The immense 
deposits at the banks are, in most cases, only kept “at call.” 
What if a demand should suddenly be made for the recall of 
any large amount. It is needless, indeed, to speculate on 
contingencies not likely to happen. Yet it is the wisdom of 
a banker not to rely too exclusively on the experience of the 
past, but to look ahead for the most distant possibility of 
a panic, or revolution, or war, which may shake the commer- 
cial interests as well as public and private credit to their 
very depth. As for the Bank of England, the very fact that 
it has in its hands the whole banking reserves of the 
country is sufficient to impose upon it more than ordinary 
caution. According to Mr. Bagehot, the actual reserve ought 
never to be less, and always, if possible, to exceed, by a rea- 
sonable amount, the minimum apprehension reserve, which 
in the case of the Bank of England should be J 10,000,000. 
But this is an arbitrary sum, and I doubt whether we can 
prescribe what, under any circumstance, should be the rela- 
tion between the reserve and the liabilities. Each banker 
must, after all, be guided in such decision by his own sense 
of prudence and safety. He should never trust too much on 
the chapter of accidents, and should be always careful in 
keeping resources sufficient for any possible demand, the 
result even of the most unexpected contingency. Another 
element in the safety of the bank is certainly its constitution. 
In Scotland the banks are all joint-stock. In England there 
are yet numerous private banks. Even in England, however, 
ever since the formation of joint-stock banks in London, the 
joint-stock principle has been on the ascendant. In 1854 
there were 532 private banks and their branches. In 1873 
their number had increased to only 555. But of joint-stock 
banks in 1854, there were 619, and in 1873, 1,666. There are 
certainly elements of safety in joint-stock banks which are 
not to be found in private banks. In the one, the capital is 
known; in the other, it is always uncertain. In the one, 
there is full publicity of accounts; in the other, no pub- 
licity is required. On the other hand, there is this advantage 
in a private bank, that whilst its affairs are managed by 
those who have their capital and reputation at stake, and by 
persons who give their whole time in the management of the 
business, in joint-stock banks the management is. confided 
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partly to directors, who have but a limited interest in the 
concern, and whose time is otherwise more than filled up 
with other avocations, and partly entrusted to salaried mana- 
gers whose influence is not always supreme in the adminis- 
tration. There is moreover no doubt as to the fact, that in 
the event of failure the depositors in a joint-stock bank 
have, as a rule, received a larger dividend than those in 
private banks. The liability of partners in our joint-stock 
banks is now in most cases limited. That is, limited to the 
total amount of each share, whatever be the amount actually 
paid up at any time. But whether a bank is sufficiently safe 
to attract depositors does not so much depend upon whether 
it is constituted on the principle of limited or unlimited 
liability, as upon whether it stands in high credit, or other- 
wise, with the public. The good working of a bank depends 
on public confidence, and public confidence is itself the 
certain result of its good working. Well managed, a bank 
is sure to be successful. Badly managed, it is sure to be 
the reverse. 

There is another condition to the success of a bank in 
attracting the savings of the people. It must offer not only 
convenience, but advantage. At one time the deposits of 
bankers consisted almost entirely of capital lying idle in 
quest of investment. The money so deposited remained at 
the bank so long only as the depositor could not himself 
safely invest it. But the moment the owner found a way 
to buy either consols, railway shares, or land, with profit, 
the deposit was forthwith withdrawn. Of late, however, 
our bankers desirous to accumulate as large an amount of 
the floating capital of the country as possible, are offering 
themselves a compensation, or a certain rate of interest 
for the same. And so depositing in a bank has itself 
become a method of investment. It is wonderful what a 
power the rate of interest has in bringing out money from 
the pockets of the people. If the value of money is low, 
say one or two per cent., people will not so much mind 
keeping a few hundred pounds lying idle. Let the value 
be six or seven per cent. and forthwith they scrape up 
every farthing and send it to their bankers, or endeavor 
in one way or another to make it profitable. A story is 
told of a customer of the banking house of Child & Co., 
that, having a considerable sum of money idle in his 
hands, was anxious to meet with a London banker to take 
charge of it. With that sum on hand he took a journey 
to London, and visited several bankers, whom he consulted 
as to the terms upon which they would take his money. 
The bankers were all anxious to accommodate him, and 
one said he would allow him two per cent., and another 
that he would allow three per cent., while a third hesitated 
as to what he would do. At last he went to Child’s, where 
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he stated his business, and asked what interest they would 
allow upon so large a sum of money. The reply was, 
“We shall be happy to take charge of your money, but 
we will not give you any interest for it.” This answer 
appeared so to gratify the old gentlemen, that he exclaimed, 
“Then this is the place for me,” and he, thereupon, opened 
his account with that bank.* This is not the manner, how- 
ever, in ordinary cases, and I venture to say that the 
granting of some interest, however low the rate, has proved 
a mighty impulse to the enlargement of the bankers’ 
deposits, in the same manner as it has proved powerful 
in stimulating the deposit of money, whether in the trus- 
tees’ or post-office savings banks. 

By thus buying capital at a low rate of interest to sell 
it again at a higher, bankers certainly invade to a certain 
extent the business of discount houses. Is this addition to 
their legitimate business of taking care of the savings of 
the people in every way desirable? The bank of England 
pays no interest on deposits. They consider that the proper 
function of a banker is to keep the spare cash of their 
customers. If they invited larger deposits by offering a 
certain rate of interest, they would require to invest them 
upon securities paying a higher interest. But the deposits 
at the Bank of England consisting of Government deposits, 
which rise from a low state at one period of a quarter up 
to five or six millions higher at another period of a 
quarter, and again collapse to a very low rate at another, 
and of deposits of the bankers and the joint-stock banks of 
London, deposits which the bankers require to work their 
own business, the Bank of England feel themselves not justi- 
fied in investing them, at least, very closely. The Bank of 
England regard their deposits as the last resort of the 
country in times of pressure, and they consider that any- 
thing which might create very high competition or dealings 
of a speculative character on the part of the bank might be 
attended with risk to the public interest. Considerations like 
these are entitled to great weight, as far as the Bank of 
England is concerned, but they do not apply with the same 
force to the ordinary bankers, and, considering that it is 
of the greatest importance to encourage as much as possi- 
ble the gathering into a focus all the savings and spare 
capital of the people, which otherwise might be utterly 
unavailable for production, I think joint-stock banks are 
doing well to offer a certain rate of interest as an induce- 
ment, especially to the over-cautious, and often indolent, 
holders of capital, to bring it into the common stock. It is 
impossible, at the same time, to ignore the fact that the 
accumulation of too large an amount of deposits in com- 
paratively few hands, especially when for their use a rent or 


* Handbook of London Bankers, p. 33. 
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interest has been paid, may stimulate reckless investments, 
or, still worse, compel the disregard of that proper caution 
which bankers should exercise in the employment of their 
funds, a negect which has been remarkably illustrated in 
the blunders of last year. Need I say that neither the 
anxiety to confer a boon on the communities, nor the legiti- 
mate desire to extend their operations should ever be made 
to operate against the all-essential element of success—the 
safety of the bank? 

In many ways bankers commend themselves to the support, 
especially, of a commercial community. They offer a place 
of security for the deposit of money, and every one who 
has had the care of large sums of money knows the anxiety 
which attends their custody. They transmit money from one 
part of the country to another. They enable their customers 
to save time and trouble in making money transactions. 
They constitute themselves a place of reference as to the 
respectability of their customers. And in a thousand ways 
they facilitate the business of commerce with the most dis- 
tant regions of the world. And what economy in the cur- 
rencies do they afford! Gold and silver are not only valua- 
ble, but rare and expensive. Only make use of a banker, 
and they can be dispensed with in a hundred ways. A 
banker has in his hands funds belonging to many of his 
customers. He receives their money and makes their pay- 
ments. But how little real coin passes! The customer 
brings in cheques or other effects to-day, and to-morrow he 
draws again cheques on the same. By the instrumentality of 
the banker the customer has it in his power to employ 
whatever he receives each day, and to pay what he has to 
pay the same day the payment is due. He loses no inter- 
est either in keeping a farthing idle of what he receives, or 
in preparing for what he has to pay. If the customer has 
to pay a sum to one who banks at the same bank, he 
can do so by simply writing a letter to the bank to trans- 
fer that amount from his credit to the account of the 
other. Each cheque passed is in reality a letter of transfer 
from one account to another. And what is the clearing 
house but a method of paying and receiving immense sums 
at the least expense of currency? In Venice, Genoa, Amster- 
dam, Hamburg, where there was only one bank of deposit 
and transfer, and where nearly every merchant deposited in 
the same bank, what need was there to take out the coin 
from the bank that the creditor might re-deposit it in the 
same place in his own account? Two entries in the ledger 
of the bank were quite sufficient, however large the number 
of depositors, so long as all deposited in the same bank. 
A transfer of credits at the ledger was quite as effectual as 
the transport and actual payment of coins. Suppose, how- 
ever, there are two banks, and some customers deposit in the 
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one and some in the other. The only difference will be 
that what was done solely as between the different depositors 
in one bank must now be completed by the transfer of 
credits as between the two banks themselves. And this is 
what is done every day at the clearing house, completed 
and perfected by the action of the Bank of England as 
the arbiter and moderator of the entire banking system of 
the country. 

Relatively to other banks, and to the immense progress 
of the country, the Bank of England might be said to occupy 
scarcely so high a position now as in former years. In 1851 
the capital and deposits of the Bank of England was as 1 
to 7 of the capital and deposits held by other banks in the 
United Kingdom. In 1875 the proportion held by the Bank 
of England was as 1 to 16 of the capital and deposits held 
by other banks.* In 1851 there were £ 20 of Inland bills 
created to every pound of such bills discounted by the Bank 
of England. In 1875 there were at least £30 of Inland bills 
created for every pound of the same discounted by the Bank 
of England.t In 1851 there were £2 5s. 5d. of British 
produce and manufacture exported from the United Kingdom 
for every pound of capital and deposits held by the Bank of 
England. In 1875 there were exported £4 19s. od. of 
British produce and manufacture for every pound of capital 
and deposits held by the Bank of England.{ Nevertheless, 
the Bank of England is now, as ever, the sheet anchor of 
the State, and its high position and utility as the center of 
our banking institutions is more than ever universally 
acknowledged. If the different bankers commend themselves 
in a greater degree to the support of the community by their 
accessibility, their safety, and the valuable services and bene- 
fits they offer to their customers, the Bank of England com- 
mends itself to the nation and the State, not only by its 
activity as the bank of the State, as the practical administra- 
tor of national finances, and the greatest of all receptacles 
of wealth, but by its very abstention from competing with 
other bankers in the race for business, by its care to secure 
the very maximum of security, and by its perfect ability to 
weather any storm, and to surmount any obstacle. 

Another method whereby a banker is capable of rendering 
great service to the community is by the issue of notes 
payable to bearer on the deposit of sufficient securities. 

* Capital and Deposit. 
1851 . Bank of England........ 433,000,000 .. 1873 . Bank of England 


Other Bankers 227,000,000 .. Other Bankers.......... 


4% 260,000,000 


+ Bills discounted and created. 
. Bank of England 43,200,000 .. 1873. Bills discounted 
Inl. Bills created 65,000,000 .. Inl. Bills created 


t Exports of British Produce. 


o Exports ..cccocccccccces 475,000,000 .. 1875 . Exports : 
Capital and Deposit.... 33,000,000 .. Capital and Deposit.... 
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But partly in consequence of the exceptional privilege 
granted to Bank of England notes of being declared legal 
tender, partly for the protection 8f the careless, and partly 
also from the belief that by such an issue there might be 
maintained in circulation an amount of notes quite dispro- 
portionate to the wants of commerce, this source of profit to 
bankers, and this element of convenience to their customers, 
have been greatly crippled by the legislature. It is not 
necessary for me to dwell on this debatable ground at 
present, but I venture to doubt whether it is the function of 
Government to protect the stupid and careless, and to 
express a decided conviction that it is not in the power of 
any bank to maintain for any length of time an inflated 
currency. The Bank of England is permitted to issue notes 
uncovered by bullion to the extent of the amount due to it 
by the Government. Other bankers have similar power, 
within certain limits, but no principle has as yet been estab- 
lished regarding them, and all that can be said is that the 
practice which the legislature has consolidated works in 
ordinary times in a tolerably smooth manner. As I have 
already stated, it is not in the power of any bank to create 
capital, nor could any issue of notes possibly have that 
effect. But a large amount of capital advanced by bankers 
in discounting bills is virtually shut up in their till, and 
what would be the difference between maintaining them in 
circulation and substituting for them bank notes or a simple 
and uniform instrument, bearing the signature of a banking 
establishment, payable always on demand, for a variety of 
bills and notes, bearing numerous signatures, payable at 
different times, and indorsed or guaranteed by the dis- 
counting banker; bankers being insurers of or guarantors 
for the payment of such effects? The principles of the 
currency will deserve more elucidation than they have as 
yet received, especially under the circumstance of the 
enlargement of the deposit system, the wide adoption of 
the mode of paying by cheques, and the further extension 
of the clearing house, all of which have so diminished the 
use Of bank notes. Though in time of panics these 
questions acquire undue importance, ordinarily a banker is 
not much affected by the laws of the currency. Whatever 
be the form of his liabilities, the banker’s chief concern 
should be to have enough and to spare to meet them, and 
he may well dispense with the right of issue, if he can 
always command the use of ample capital. 

In transacting the various and important business con- 
nected with banking, in the discounting of bills, in the 
issuing of notes, where that privilege is maintained, in 
making advances, in the opening of credits, in regulating 
and equilibrating the ‘price of money, in acting as _ inter- 
mediaries between the owners of capital and the seekers of 
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the same, in interpreting the enigma of the foreign 
exchanges, and in weighing with adroitness and wisdom the 
economic condition of the nation, and the contingencies of 
political emergencies, what care, what judgment, what tact, 
are needed! What shrewdness, what method, what caution, 
in dealing with the numerous demands for help, for accom- 
modation under every possible form, upon every possible 
excuse, and by the use of the most specious arguments! 
What power of coming to a prompt decision, and what an 
amount of common sense, may have to be exercised, in 
trying circumstances, in difficult times, especially of panics 
and general discredit! Nor must we forget the absolute 
necessity that the directors of a bank should be men 
possessing extensive knowledge, men of the highest integrity 
and uprightness, and, above all, men in the enjoyment of 
the fullest confidence on the part of the entire community. 
Invaluable are fixed rules for the management of a_ bank. 
To set a limit to the amount of trust to be given to any 
customer, however eminent; to determine absolutely what 
proportions of reserve shall be kept, whatever the inconve- 
nience, whatever the loss of business, whatever the tempta- 
tion; to establish before hand what class of securities shall 
be received and what class shall be utterly rejected; to 
have laws which shall preclude the acceptance of any busi- 
ness which might conduce to the locking up of the resources 
of the bank in mines or any doubtful undertaking, and 
which shall compel the renouncing of any business not 
strictly of a banking character. Oh, what a benefit! It is 
good to have such rules well laid down, and better still to 
have them rigidly obeyed. But after all, there is always 
danger lest, whilst such rules are obeyed in the letter, they 
should be ignored or nullified in their spirit. It is indeed 
on the caution, probity, and high sense of honor not only 
of the directors of the bank, but of its managers, that the 
hope of good management must eventually rest. Be it a 
joint-stock bank, or a private bank, with liability limited or 
unlimited, with the most excellent rules or with no rules 
at all, any such consideration falls into utter insignificance 
as compared with the importance of the guarantee afforded 
by a directorate responsible, honorable, and unflinchingly 
honest in the discharge of their duties. 

I fear that I have dealt with almost the first rudiments 
of the business of banking, but it has been my very design 
to keep within the range of ordinary duties and experience. 
The business of banking has made rapid strides in recent 
times. The banks in England, France, Germany, the United 
States, Italy, India, China, Japan, have in their hands the 
upholding of the credit system and the safe balancing of 
the exchanges all the world over; let them not abuse the 
power they wield. As banks of deposit, let the trust be held 
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sacred; as banks of issue, let them be sparing and watchful 
for their responsibility; in making advances, let them be 
careful in circumscribing their limits; in discounting bills, 
let them be sure that they represent dond fide transactions of 
business. By so doing they will render incalculable services 
not only to the commercial world, but to the State itself and 
the great community of nations. 


THE LAW OF CERTIFICATES OF DEPOSIT. 


[ FROM THE CHICAGO LEGAL NEWS. ] 
SUPREME COURT OF MICHIGAN, 


SAMUEL A. Tripp é al. vs. F. W. CuRTENIUS é ai. 


Certificates of deposit, payable at their return to the bank, properly indorsed, 
are in legal effect promissory notes payable on demand, and the statute of limi- 
tations begins to run against them from their date, and no one can be held a 
bona fide purchaser of them who does not take them within a short time after 
their issue. It seems that two years and four months is too long. 

Certificates of deposit are not within Comp. Laws, § 7,151, exempting bank 
bills, notes, and other evidence of debt from the operation of the statute of 
limitations. 

MarstTow, J.—Plaintiffs in error as co-partners, engaged in the business of 
banking, on the 22d of October, 1873, issued a certificate of which the fol- 
lowing is a copy: 

** $ 800. S. A. Tripp & Co., BANKERS, ) 

° ‘*SouTH HAVEN, MICHIGAN, October 22d, 1873.5 

‘Daniel Howard has deposited in this bank eight hundred dollars, pay- 
able to the order of himself, in current funds, on the return of this certificate 
properly indorsed. 

**No. 265. $ 800. S. A. Tripp & Co.” 


On the margin are the words ‘‘ certificate of deposit not subject to check 
and no interest.” 

Howard indorsed this certificate and transferred it to B. H. Dyckman, who, 
being indebted to the defendants in error, bankers at Kalamazoo, delivered 
to them this certificate to apply upon his indebtedness, shortly prior to Feb- 
ruary 14th, 1876. The certificate was presented for payment February 14th, 
1876, and payment refused, and an action was commenced March oth fol- 
lowing, to recover the amount thereof. 

Upon the trial counsel for plaintiffs in error offered to prove that $462.06, 
had been paid upon this certificate at or about the time it was issued, leav- 
ing a balance which had afterward been tendered to Dyckman while he held 
it, and since then paid into court. This evidence was objected to principally 
upon the ground that the plaintiffs below were dona fide holders. The objec- 
tion was sustained and judgment rendered for the whole amount of the cer- 
tificate. 

In Cate vs. Patterson, 25 Mich., 191, it was held that a certificate of deposit, 
similar to the one issued in this case, contained all the elements necessary 
to constitute, and was, in legal effect, a promissory note. And such is the 
undoubted weight of authority, as will appear from the cases collected and 
cited in the brief for plaintiffs in error. 

This being the case, it is difficult to see why the principles applicable to 
promissory notes, payable on demand, should not apply to this class of paper. 
It is but a promise to pay money on demand, without interest, which indi- 
cates an intention to leave it on deposit but for a short period. It is argued 
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that a certificate of deposit and a certified check are, in legal sense, the same 
thing, are governed by the same rules, and that no mere lapse of time will 
render such check or certificate past due or dishonored. 

The authorities cited to sustain this view are Wéllets vs. Phenix Bank, 
2 Duer, 121; 7. & MM. Bank vs. B. & D. Bank, 4 Kerra., 624; Smith vs. 
Miller, 43 W. T. 176; Meade vs. Merchants’ Bank, 25 N. Y. 147; Merchants’ 
Bank vs. State Bank, 10 Wall. 648; and Guard Bank vs. Bank of Penn., 
39 Penn. St., 92. In these cases the court, in discussing the legal qualities 
and effect of a certified check, likened it to a certificate of deposit, and 
held that a check when certified good by a bank, cannot be dishonored by 
lapse of time alone; that the bank, when it so certifies a check, at once 
charges the amount thereof up to the drawer on his account, and that funds 
are retained from that time by the bank to meet such check. Upon a very 
careful examination we were able to find but one case where the question 
came up directly upon a certificate of deposit. In the case of the Mational 
Bank of Ft. Edward vs. Washington County National Bank, 5 Hun., 605, it 
was held that, where a bank issues a certificate of deposit, payable on its 
return, properly endorsed, it is liable thereon to a dona fide holder, to whom 
it was transferred seven years after its issue, notwithstanding a payment 
thereof to the original holder, that such certificate was not dishonored until 
presented. The reasoning in this case is not very satisfactory, the court lay- 
ing stress apparently upon the fact that the certificate is payable only upon 
its return, and also the fact that it was issued by a bank. 

The first argument is equally applicable to a promissory note. Such paper 
is properly payable only upon presentation and return, and the mere fact that 
the instrument is issued by an individual, a copartnership or corporation 
engaged in the banking business, cannot, in our opinion, or at least should 
not, make any difference. Certificates of deposits are not intended for long 
circulation, or for more than a temporary convenience, and as a substitute for 
a draft or a certified check, and to hold that any ostensibly demand paper 
could be circulated and used as bank bills, would be contrary to the general 
policy of our banking laws, bank bills, notes, or other evidence of debt, issued 
by any bank, are excepted from the provisions of our statute relating to the 
limitation of actions (2 Comp. Laws, § 7151). The notes here referred to are 
the circulating notes, in the similitude of bank notes, of the different denomi- 
nations authorized to be issued under our general banking law, and would 
not include certificates of deposit (1 Comp. Laws, § 2192), while the other 
evidences of debt have reference to the ordinary deposits, which are like a 
running account, on which the time of limitation only begins when there is a 
special occasion for making a new departure. But upon all demand paper 
not excepted by the statute, the time runs from the beginning, and no one 
can become 2 dona fide purchaser, who does not take it within some reason- 
ably short period. To hold otherwise would enable banks to issue certificates 
of deposit, of any denomination, for circulation as ordinary bank bills, and with 
like effect. 

In Brummagin vs. Tallant, 29 Cal., 503, it was held that the statute of 
limitations begins to run against a banker’s certificate of deposit, payable on 
demand, from the date of the same, and that no special demand is neces- 
sary to put the statute in motion. We think this is the safer and better 
doctrine, and is correct in principle. To hold such instruments to be in 
legal effect promissory notes, payable on demand, and yet not apply the prin- 
ciples applicable to demand promissory notes, either because of the peculiar 
form of the instrument, or because issued by a firm engaged in the business 
of banking, would be to create a distinction unsound in principle, and one 
not warranted by any reason or necessity that we can discover. 

The judgment must be reversed with costs, and a new trial ordered. 

The other justices concurred. 


———— a 
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LEGAL MISCELLANY. 
RECENT DECISIONS OF THE SUPREME COURT OF ILLINOIS. 


Opinions filed at Ottawa, June 22, 1877. 
[ FROM THE CHICAGO LEGAL NEWS. ] 


COLLATERAL SECURITY. DuTY OF PLEDGEE.— Foliet Tron and Steel Company 
vs. Sciota Fire and Brick Company.—Held, that the pledgee of commercial paper 
held as collateral security for a debt, has no right, in the absence of an express 
power so to do, to sell such security and apply the proceeds in extinguishment 
of the debt. But it is his duty to hold the same and collect when due, and 
apply the proceeds to extinguish the debt secured. 

STATEMENT.—Appellant pledged with appellee six first mortgage gold bonds 
of the Chicago and Paducah Railroad Company, of $1,000 each, as collateral 
security for the payment of the note on which this action was brought. No 
special authority was given appellee to dispose of the securities in case of non- 
payment of the note. 

The note was not paid at maturity, and on the 15th day of February, 1875, 
at two o’clock P. M., at the North-Western National Bank of Chicago, appellee, 
sold the collaterals at public auction for $1,800, and credited that amount (less 
the expenses of sale) on the note. 

The judgment appealed from is the amount due on the note, after crediting 
the proceeds of this sale. 

The plaintiff (appellee ) declared on the note. The defendant filed a plea, 
setting forth the conversion of the collaterals by the plaintiff, and the fact that 
the securities were worth the full amount of the note. 

To this plea the plaintiff replied, setting forth the fact of its holding the 
securities as collateral, the giving and publication of a notice of sale. 

The defendant demurred to this replication. (Abstract, page 3.) The demur- 
rer was overruled, and judgment went for the plaintiff. 

Dickey, J. The pledge of commercial paper as collateral security for the 
payment of a debt, does not, in the absence of a special power for that pur- 
pose, authorize the party to whom such paper is so pledged to sell the securi- 
ties so pledged upon default of payment either at public or private sale. He is 
bound to hold and collect the same as it becomes due, and apply the net pro- 
ceeds to the payment of the debt so secured. A person holding property or 
securities in pledge, occupies the relation of trustee for the owner, and as such, 
in the absence of special power to do otherwise, is bound to proceed as a pru- 
dent owner would his own. From the very nature of the case, property can 
only be applied as security through the process of sale. Not so with lands, 
mortgages, or promissory notes. Wheeler vs. Newboulds, 16 N. Y., 392. It is 
insisted however, that the bonds mentioned in the plea, are not shown to have 
been commercial paper. It is not perceived that this could in any way alter the 
case. All the reasoning in support of the doctrine laid down as to commercial 
paper, applies with the same, if not with more force, to bonds payable upon con- 
dition. Put up to sale, no bidder can by mere inspection of the paper, form any 
just judgment as to the value of such paper. The statements of the plea, in 
some respects, are not so full as they should be, but such defects are fully sup- 
plied by the statements in the replications. Upon the facts so stated and con- 
fessed in the record, the judgment upon the demurrers should have been for 
appellant. The judgment must be reversed and the cause remanded for further 
proceedings, in accordance with the views in this opinion.—Judgment reversed. 


AGENCY OF WIFE—RATIFICATION.—258. Mudge vs. Bullock, Admr.— 
Appeal from LaSalle. Opinion by Craig, J.—Hée/d, That while the title of 
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the note in question was in the husband, yet if he authorized his wife to 
endorse it in her own name, or if after the endorsement was made and he 
was informed of it, he ratified and confirmed the act, this would be binding 
upon him, and the title to the note would pass as effectually as if the 
endorsement had been made by the husband in person. If the wife was 
entrusted with the business of her husband in his absence, with authority to 
do all acts necessary to a proper discharge of such business, and the endorse- 
ments were made in the usual course of such business, and with his knowl- 
edge and approbation, her acts may be regarded as his acts. 


INDORSEMENT IN BLANK BEFORE DELIVERY—PRESUMPTION OF GUARANTY— 
RIGHT TO FILL Up INDORSEMENT.—174. Stowell vs. Raymond.— Appeal 
from Cook. Opinion by Breese, J.—Assumpsit charging liability as guarantor 
on a promissory note executed by T. D. Hall and Charles Wheeler, plaintiff, 
and delivered to plaintiff after it was indorsed by defendant. Held, That if 
a note in the hands of the payee has upon its back the blank signature of 
a third person the presumption, in the absence of proof, is, that such per- 
son indorsed as guarantor. 

That an indorsement in blank confers authority upon the payee of the 
note to write above it a guaranty, if that was the nature of the agreement, 
and the intention of the parties. 


PRESENTMENT FOR PAYMENT.—316. Zhayer vs. Peck.—Appeal from Will. 
Opinion by Scholfield, J.—The only evidence offered by appellee, on the trial 
in the court below, was the following instrument, declared on in the special 
count, in his declaration : 

** $ 5,250.00. JouretT, July 27th, 1875. 

At one day’s sight, pay to the order of myself five thousand and two hundred 
and fifty dollars with exchange. Value received, and charge to account of 

H. L. THAYER. 
‘*To First National Bank of Joliet, Illinois. Indorsed, H. L. Thayer.” 


And also evidence showing the amount of interest due upon it, by com- 
putation. There was no evidence, either of its presentment to the bank for 
payment, or of any facts constituting an excuse for not making presentment 
of it. ed, in the absence of such proof it was error to render judgment 
against the drawer. 


DECEASE OF MAKER—RELEASE OF SURETIES.—318. House vs. Trustees of 
Township 35, Range 10.—Opinion by Dickey, J.—This was an action against 
House as surety on a note given to the trustees of schools. The maker of 
the note died, and the trustees failed to present the note as a claim against 
his estate within the two years allowed by statute in such cases. 

The only question presented by the record is, whether the failure of the 
plaintiffs to present, in apt time, their notes against the estate of Baunon, 
released the sureties by operation of law. He/d, That the fact that the note 
was given to public officers, and was for a loan of the school fund, did not 
take it out of the operation of the statute requiring the holders of notes to 
present them for probate against the estate of the makér within two years 
after administration, or the sureties would be discharged. 

That the statute relied on is not a mere statute of limitation. 


ACCOMMODATION PAPER AS COLLATERAL.—The Supreme Court of Pennsyl- 
vania, in the case of Cummings vs. Boyd, decides that the holder of accommo- 
dation paper which is pledged to him as collateral security for an antecedent 
debt is not a purchaser for value; and that a note in his hands may be 
impeached for fraud in its making and procurement. 
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BOOK NOTICES. 





Lectures on the History of Protection in the United States. By W. G. SUMNER. 
New York: G. P. Putnam’s Sons. 1877. 


Prof. Sumner is so well known as a clear, earnest and eloquent writer on 
Political Economy that the lectures before us will be sure to find readers, 
if not admirers, in both the hostile camps engaged in the tariff conflict 
here and in Europe. The first and second of these admirable addresses are 
chiefly devoted to a discussion of the principles and conceptions which are 
involved in the free-trade controversy. The third and fourth lectures give an 
historical view of the origin and establishment of the policy of protection in 
the United States, while the final lecture reviews the whole subject, and 
presents a vigorous and energetic appeal to the public to organize societies, 
and improve, by constitutional means, the tariff legislation of this country. 
It has been objected to Mr. Sumner, that, instead of being a teacher of his 
opinions, he is an impassioned advocate of them. He certainly lacks what a 
great philosopher has called ‘‘the dry light” of intellectual perspicuity. But 
he more than compensates for this defect by the ingenuity of his illustra- 
tions and the force of his reasoning. Like Dr. Johnson, he is sometimes 
open to the charge of unfairly, or at least imperfectly, stating the opinions 
of his adversaries; but he is never disingenuous, and he always tries to be 
fair and impartial. This is not the place for an analysis of Mr. Sumner’s 
-rare and peculiar powers. Nor, indeed, has he as yet much more than begun 
to develop some of his best gifts. So ardent, laborious and painstaking a 
writer cannot fail, if life and health are continued, to render eminent ser- 
vices to the study of economic science in this country. His work so far 
has been less in the field of original research and more in that of popular- 
izing the investigations of other economists. Still, there is an original turn 
of thought in nearly all of Mr. Sumner’s best efforts, which justify his friends 
in anticipating much more from him in the future. 


Sophisms of Protection, By the late M. FREDERIC Bastiat. New York: 
G. P. Putnam’s Sons. 1877. 


This translation of four of the ingenious pamphlets of M. Bastiat is very 
timely. It is preceded by a preface from the pen of Mr. Horace White, of 
Chicago. As American students of political economy are not familiar with 
many of the leading foreign writers, and as M. Bastiat has been dead more 
than a quarter of a century, it may be interesting to recapitulate the chief 
incidents of his short career, He was born in Bayonne, June 29th, 1801. 
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After a brief sickness, which defied medical skill, he visited southern Europe 
under the advice of his physicians, and after a partial recovery he suffered 
a relapse and died in Rome, Dec. 24, 1850. In his youth he was educated 
by his father for commercial pursuits, but the bias of his mind was toward 
political economy ; and an inheritance left him in 1825 enabled him to devote 
himself to that study. In 1840 he traveled through Portugal and Spain; in 
1844 he made his first appearance as a writer in an article attacking the pro- 
tective system, published in the Yournal des Economistes; in 1845 he visited 
England, and made the acquaintance of certain leaders of the Manchester 
school. On his return to France he published in 1845 a work entitled 
Cobden et la ligue, ou l’Agitation Anglaise pour la Liberté des Echanges. In 
1846 he took an active part in the establishment at Bordeaux and at Paris 
of a free-trade association, becoming its secretary at Paris. He was also the 
chief editor of the Yournal le Libre Echange. At this time he took a promi- 
nent part among the eloquent opponents of Proudhon and the Socialists of 
France, whose idea of the omnipotence of the state he combated. In 1848 
he was chosen a member of the Constituent Assembly and then of the Legis- 
lative Assembly, but his health and gifts did not encourage him to speak at 
the tribune. He gained much deserved reputation by his controversies with 
Proudhon, and the critics of some of his best works have been puzzled by 
not reading Proudhon’s writings in connection with those of Bastiat. Among 
the most striking works of Bastiat are the pamphlet Cafital et Rente, Gra- 
tuité du Crédit: Paris, 1849; and Harmonies Economiques, left incomplete at 
his death. The last is an attempt to demonstrate that economic laws tend 
together harmoniously to improve and develop the best interests of man’s 
life. This work and some others gave rise to a heated controversy in the 
Paris Fournal des Economistes just at the close of the life of M. Bastiat. 
Mr. Henry C. Carey, of Philadelphia, who somewhat mistook Bastiat’s merits, 
and undervalued his work, contended against some of Bastiat’s principles, and 
claimed ‘‘the principle of economic harmony” as a discovery of his own. 
But the fact was, that neither the one nor the other had the slightest claim to 
be the original discoverer of this principle, though both used it for different 
purposes in their various writings. Had the parties to this controversy known 
a little more of the history of Metaphysics and Ethical Philosophy, their con- 
test would have been shorter and more useful. That Bastiat had originality 
in the use which he made of the argument of economical harmony, it is in 
vain for any one to deny who has read his works; and that our venerable 
American economist, Mr. Carey, has also in a different direction displayed both 
originality and ingenuity in the use of this argument is universally conceded. 
The first series of ‘‘ Bastiat’s Sophisms” appeared in Paris in 1845, and were 
translated in 1848. In that year they were published in New York by G. P. 
Putnam. The other three pamphlets in this volume are less familiar to 
American readers. The translation of one of them, ‘‘ Capital and Interest,” 
was recently published in London, and the other two essays have been trans- 
lated by Mr. Horace White for this volume. The book is full of suggestive 
thought, and will well repay attentive perusal, although many of the topics 
have the disadvantage of being French rather than American, and of belong- 
ing to the France of twenty-five years ago. 
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Manual of the Railroads of the United States, for 1877-78. By Henry V. 
Poor, New York: H. V. & H. W. Poor, 68 Broadway. 1877. 


No other country but the United States, we believe, publishes so compre- 
hensive and detailed an account of its railroads, as is contained in the large 
volume before us. The book contains nearly one thousand pages, and its 
annual statements during the last ten years have been so familiar in Europe 
and in this country, that if Mr. Poor were to cease his valuable publication a 
hiatus in financial statistics would be produced which bankers and railroad men 
all over the world would find it very difficult to compensate. We regret to see 
that in the introduction to this elaborate work less attention has been given of 
late years to the foreign network of railroads. But the omission is more than 
made up by the increased labor bestowed upon the statistics of our American 
railroads. As we have lately given a full account of this portion of Mr. Poor’s 
work, and purpose shortly to take it up again, we need not now refer to it. 
With regard to the railroads of the whole world, Mr. Poor reports their total 
length at 194,836 miles, against 184,652 miles in 1875, 129,852 miles in 1870, 
89,505 miles in 1865, and 66,354 miles in 1860. From thee figures, it appears 
that during the last sixteen years, nearly 130,000 miles of new railroad have 
been built. Of this aggregate, fifty-one thousand miles have been opened on 
this continent, and sixty-two thousand miles in Europe. The whole net-work of 
railroads in Europe is now reported at 93,415 miles, while that of the United 
States is 77,470 miles. If we add together the railroads of all the countries in 
Europe except Russia and Sweden, we shall find that those countries, in the 
aggregate, have no more mileage than the United States. If any of our 
readers supposes that the work of railroad extension has ceased since the panic 
of 1873, he would do well to buy a copy of Mr. Poor’s book, and set his mind 
right in regard to one of the most important commercial and financial questions 
of the day. 


The Conflict between Labor and Capital. By ALBERT S. BOLLEs, 
J. B. Lippincott & Co. 1877. 


Considering the reputation which Americans enjoy among themselves and in 
foreign countries, of keeping their eyes open so as to see whatever is visible 
during their travels, and of possessing a wonderful facility of utterance, so as 
both to ask interminable questions, and to tell all that they know, if not more, 
it is somewhat surprising that we have not a larger number of books like the 
excellent little work which Mr, Albert S. Bolles has just produced. Mr. Bolles 
is favorably known to the readers of this Magazine, whose pages have been 
enriched in former years by his thoughtful, copious and suggestive essays. As 
the editor of a New England newspaper, Mr. Bolles has been accustomed to 
discuss the labor question from various points of view in his own country. In 
1875, he went abroad, and carried with him the ripe results of many years of 
American investigation, desiring to verify the deductions which he had made, by 
comparing them with the facts of every day-experience in Europe. We pre- 
sume, though nothing is said on the subject, that this little book contains the 
substance of a series of letters written by Mr. Bolles to his own journal. How- 
ever this may be, the book is well worthy of being treated on Horace’s maxim, 
that every good work should be read and re-read by day, and then read again 
at night. 


Philadelphia : 


















1877. ] BOOK NOTICES. 225 


A Treatise on the law relating to the office and duties of Notaries Public through- 
out the United States. By JOHN PRoFFaTT, L.L.B. San Francisco; 
Sumner, Whitney & Co.: New York; Hurd & Houghton, 1877. Pp. 360. 


The author’s preface justifies the existence of this book by the statement that 
there is no other covering the same ground or supplying the same information. 
This statement is only true so far as it applies to a portion of the work. In 
the chapters relating to the acknowledgment of Deeds, of Affidavits, of Depo- 
sitions, and of Commissioners of Deeds, the work is entitled to much merit. 
There are also fuller details than are found in any similar book as to the 
differences under the several State laws in the office and duties of a Notary, the 
Tequisites as to a Notarial seal, etc. In regard to the duties of a Notary rela- 
tive to negotiable paper, these have been fully set forth in the ‘*M/anual for 
Notaries and Bankers,” which is well known to bankers throughout this country. 


INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I. RETURNING UNPAID COLLECTIONS. 


Is there any established rule among banks as to the return to correspondents 
of collection paper immediately after protest or maturity? Do we incur any 
liability if we hold such paper on the promise of the payer to take it up in a 
few days? 


REPLy.—It is best, as a rule, to return such paper at once. A bank holding 
collection paper after its protest, instead of returning at once to the remitting 
correspondent, incurs liability only in case that loss should result from any delay 
in returning. It might happen, for example, that proceedings against an 
indorser could result in payment, if pressed to-day, but would fail if omitted for 
a week or two. Custom and prudence, therefore, require that unpaid paper be 
returned promptly. 

At the same time, the collecting bank sometimes does well to wait when it 
has good reason to believe that by holding the paper for a very brief time it 
can get the money out of the payer. It is one of those points where exceptions 
may be made, when prudence and common sense unite to justify them. But 
nothing like an agreement to allow the payer any fixed time can be permitted, 
lest the indorsers be thereby released. 


II. THE CERTIFICATION OF CHECKS. 


A draws a check upon the bank where he deals, gets it certified, and pre- 
sents it to another bank in payment of his note. The check is presented in 
the due course of business, but in the meantime, the certifying bank has failed. 
Does the acceptance of a certified check as above, release the drawer? 


ReEpLy.—It is of course understood that if a bank holding a note should 
receive for it a check uncertified, and afterwards send the check to the bank 
on whom drawn for certification, the drawer is, by the act of certification, 
unquestionably released, But if the party who is to pay the note bring, in 
payment of it, a check already certified, he is in effect an indorser after certifi- 
cation, and in our judgment is just as much held as if the check were not cer- 
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tified. In the one case, the holder of the note has an opportunity to get the 
money for the check, but takes the certification in its stead. In the other case 
the holder is entitled to a reasonable time to get the money. 


III. THE IssuInG oF DUPLICATE CHECKS. 


A depositor loses a check payable to dearer. After a reasonable time he pre- 
sents a check from the same parties, presumably a duplicate, for the same 
amount, marked across its face ‘‘ duplicate,” payable to order, which is paid. 
The point is: Is the risk of issuing a duplicate of a check payable to bearer, 
with the drawer, or with the bank? The original being to bearer is liable to 
be paid, identification being unnecessary. Does the word ‘‘ duplicate” make it 
the duty of the bank to keep track of and refuse payment of the original 
check? Is it not the same as a bond or currency, and can a duplicate be 
issued for a check payable to bearer? 


REPLY.—A duplicate can be zsswed of a check payable to bearer. A bank 
paying a duplicate check does so with the understanding that the original is 
unpaid, and if the original be paid, before or after payment of the duplicate, 
the second payment is at the risk of the paying bank. 

The issuing of duplicates of checks payable to bearer, is however, an act of 
very questionable propriety, and should never be done without good reasons and 
adequate guarantee of security. Of course the trouble involved as well as the 
risk, to the bank which must keep track of the checks, are very considerable and 
extremely annoying. If the duplicate of a check be issued, the drawer ought, 
in proper courtesy, to give notice of the act to the bank on which it is drawn. 
There are some banks which construe such notice as authority to stop payment 
of the original should it be presented first. The whole business of issuing 
duplicates of ordinary checks is a nuisance. 

In the case described, the check payable to order is not properly a duplicate 
of the one payable to dearer, the tenor of the instrument being different. 


IV. ‘*JoINT AND SEVERAL” NOTES. 


A, Band C sign a note ‘‘jointly and severally” payable to a bank ninety 
days after date. At maturity A asks an extension of ninety days, and pays 
the interest in advance, the bank writing on back of note ‘‘ Extended ninety 
days.” Before the expiration of the renewed time A fails. Can the bank 
collect of B and C, and does it make any difference if the bank is aware 
that B and C derived no benefit from the note? 


RepLy.—The giving of further time to one of the makers of a joint and 
several note is no discharge to the other joint parties. Each maker is held 
as if the note were his own singly. 


V. RELEASE OF INDORSERS BY EXTENSION OF TIME. 


I understand that if a note is protested to hold an indorser, and is sub- 
sequently extended without his consent being secured, that the indorser is 
released from liability. Now if the indorser had wazved ‘* Protest and Notice,” 
would his position be changed? Could the payee extend the note without 
getting his consent, and continue to hold him liable? 


RepLy.—No, The waiver applies to nothing beyond the mere acts of 
protest and notice. No new contract is authorized unless expressly stated. 
The waiver must include the agreement that further time may be given 
without the liability of the endorser being affected thereby, or any extension 
of time will release the indorser. 
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VI. GRacE IN SIGHT DRaFTs. 

Do drafts drawn ‘fat sight” have three days grace in all the States, as 
they do in this State? Please answer through the Magazine. 

REPLY.—Grace on sight drafts is allowed only in Alabama, Arkansas, 
Dakota, Indiana, Iowa, Kentucky, Maine, Massachusetts, Michigan, Minne- 
sota, Mississippi, Montana, Nebraska, New Hampshire, New Jersey, North 
Carolina, Oregon, Rhode Island, South Carolina, Utah, Wisconsin, and Wyo- 
ming. In some of the States there are Statutes which provide for it; in 
others custom only furnishes the rule. 

Our correspondent has had this information before him every day for years, 
as it is one of the regular tables of the BANKER’S ALMANAC AND REGISTER. 


BANKING AND CURRENCY IN JAPAN. 


The Free and Domestic Price Current, of Tokio, presents the following 
summary of the progress of the banking interest in Japan: 

**As the people know, the establishment of national banks is increasing 
day by day, but we have not obtained any correct reports of their opera- 
tions. We intend, however, to show our readers the number of banks which 
have been established by permission of the government, together with their 
resources and situation : 

Banks Situazion. Capital, 
Ist National Bank i 1,500,000 yen 
2d we 66 secee 300,000 ‘* 
3d ci ‘ 200,000 ‘* 
4th sascee, oan 300,000 
5th i 300,000 
6th 100,000 
7th Tanezaki (Tosa) 100,000 
8th Toyohashi (Mikawa) 100,000 
oth Kunamoto (Higo).... 100,000 
Ioth BN iiss. snsascsahesion +» 150,000 
11th vy’ 100,000 
12th Kanazawa (Kasiu)... | 200,000 
13th eosee 250,000 
14th 100,000 
15th 17,826, 100 
16th 50,000 
17th x 100,000 
18th Nagasaki 150,000 
Igth Uyeta (Shinsiu ) 100,000 
20th 250,000 


ea 0seeeedeeseessonncesesssecceseosecesscscessoeesce 22,276,100 yen. 


‘*Of the total sum of the capital it is estimated that there may be seven- 
teen million, eight hundred and twenty thousand, eight hundred and eighty 
(17,820,880) yen (the yen is nearly equal to a dollar) in bank notes in circu- 
lation. But at the present time there are only five million five hundred thous- 
and (5,500,000) yen in circulation. There is, however, a likelihood that the 
large sum mentioned above will be reached. Beside this amount, the gov- 
ernment has in circulation ninety-four million, fifty-four thousand, seven hundred 
and thirty-one (94,054,731) yen in paper money. Therefore the estimate of 
what is in circulation and what may be put in circulation amount to about 
one hundred and eleven million, eight hundred and seventy-five thousand, six 
hundred and eleven (111,875,611) yen in paper money, which will average 
three yen seventy-three sen (3.73) per head of the population of the 
country.” 
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THE NEW BANKING LAW OF MISSOURI. 


The Act which went into effect on August rst was the means of pre- 
cipitating, by its stringent provisions, the recent suspensions and failures among 
the savings banks of St. Louis. The law provides that five or more persons 
may form themselves into a corporation for the purpose of conducting a 
general banking business. The cash capital of this corporation shall in no 
case be less than $10,000, nor more than $500,000; in cities and counties 
having a population of 150,000 and over, the capital must be $100,000 before 
transacting any business. All of its capital stock must be subscribed, and 
one-half of its stated cash capital shall be actually paid up in current funds, 
and the remaining half paid in cash within one year from the date of com- 
mencing business, Each corporation shall make a statement of its financial 
condition at the close of any one day designated by the Secretary of State, at 
least twice a year, and this statement shall be certified to under oath by the 
President and Secretary of the bank, and attested by three of the directors. 
The failure to make such a statement is punishable by a fine of not more than 
$ 5.000, or imprisonment for not longer than one year. No dividends shall be 
declared when the capital stock has become impaired, so that it is not worth 
in good resources the full amount paid in after the payment of all liabili- 
ties. When the capital stock has become impaired to the extent of twenty-five 
per cent. by reason of bad loans or otherwise, the bank must cease to do 
business, unless the stockholders make it good by assessments within sixty 
days. No corporation shall hold more real estate than is necessary for the 
accommodation of its business, but it may hold mortgages and deeds of trust, 
and may purchase property sold under the same, property sold under execu- 
tions for collections due, and may take private conveyances, if necessary, to 
protect their interest, and may dispose of all kinds of property acquired either 
as collateral security or in the ordinary collection of debts. No corporation 
shall contract a debt of over fifty per cent. of its capital stock, nor shall it 
allow any individual or corporation to become indebted to it in excess of 
that amount, and it shall not hold the name of any officer of any corpora- 
tion as principal security or indorser upon paper to any greater amount, unless 
United States or State bonds, warehouse receipts, or other collateral security 
to an amount of ten per cent. in excess of the indebtedness be given. 

Any Officer of a bank knowingly or fraudulently aiding in its mismanagement, 
from which loss may accrue to any person, shall be held liable to such per- 
sons to the full amount of the loss. He may also be proceeded against 
criminally. The cashier of a bank must give a bond in such sum as the 
directors may indicate. No person except a bona fide owner of two shares 
of stock in the bank can be one of its directors, and no person can be a 
director in two corporations at the same time. No President, Director, 
Cashier, or other officer, shall receive or consent to the reception of deposits, 
or create any indebtedness after becoming aware that the institution has 
become insolvent or is in failing circumstances; and, in case of a violation of 
this clause, the person violating it is held individually reponsible for the 
amount involved. Any director having paid more than his share of the liabili- 
ties may have the proper remedy at law against such others as have not 
paid their shares. 

The employment of the capital and funds of private banks in borrowing 
and loaning are regulated in the same manner as above indicated for savings 
banks, and every violation of the section is a misdemeanor punishable by a 
fine of not less than $5,000, or by confinement in the county jail for not 
less than six months nor more than one year, or by both fine and imprison- 
ment. The sections concerning semi-annual statements to be made by savings 
banks apply likewise to private banks. 
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BANKING AND FINANCIAL ITEMS. 


CALLS OF FIVE-TWENTY Borps.—The Treasury Department, on July 27th, 
issued the fifty-third call for the redemption of Five-twenty Bonds of 1865, being 
for $10,000,000 consols of 1865, of which $3,000,000 are registered and 
$7,000,000 coupon bonds. The principal and interest will be paid at the 
Treasury, October 27, and the interest will cease on that day. The numbers 
are as follows, all inclusive : 

Coupon.—$ 50, Nos. 30,007 to 40,000; $100, Nos. 52,001 to 66,000, $500, 
Nos. 42,001 to 50,000; $1,000, Nos. 75,001 to 85,000. Total coupon, 
$ 7,000, 000. 

Registered. —$ 50, Nos. 1,157 to 1,400; $100, Nos. 10.501 to 11,900; $500, 
Nos. 7,201 to 7,750; $1,000, Nos. 23,001 to 25,100; $5,000, Nos. 6,701 to 
7,300; $10,000, Nos. 7,881 to 11,750. Total Registered, $ 3,000,000. 

The Fifty-Fourth call, being for $10,000,000, consols of 1865, was issued on 
August 3d, and matures November 3d, the numbers being as follows : 

Coupon— 50, Nos. 40,001 to 44,000; $100, Nos. 66,001 to 76,000; § 500, 
Nos. 50,001 to 57,000; $1,000, Nos. 85,001 to 96,000, Total coupon, 
$ 7,000, 000. 

Registered. —$ 50, Nos. 1,401 to 1,600; $100, Nos. 11,901 to 13,100; $500, 
Nos. 7,751 to 8,300; $1,000, Nos. 25,101 to 27,400; $5,000, Nos. 7,301 to 
7,650; $10,000, Nos. 11,751 to 13,550. Total registered, $3,000,000. 


BANK TAXATION.—The Comptroller of the Currency has sent to all banks 
throughout the United States a circular, asking them to furnish a statement of 
the amount of a taxes paid by the bank, to State, county, city, town, or other 
municipal authorities, for the year 1876. Information is also requested whether 
any taxes were assessed upon the stock of the bank, and paid, or to be paid, 
by the shareholders, as upon personal property, and the amount of such taxes. 
Also the amount expended by the bank for internal revenue stamps, during the 

ear. 
. The statements are not to be published in detail, but the information asked 
for is to be summarized for the Comptroller’s Annual Report to Congress. 

NEw YorRK.—The semi-annual statement of the Bank Clerks’ Mutual Benefit 
Association, shows the number of active members to be 1,087. The Permanent 
Fund has been increased since January 1, by donations amounting to $ 1,337. 
The assets of the Association now consist of the following: Permanent Fund, 
$ 55,744,000; Permanent Fund Interest Account, $ 16,067.99; Cash in hands 
of Treasurer, $5,105.62. Total assets, July, 1877, $ 76,917.61. 

CALIFORNIA.—The San Francisco Clearing House has, for the convenience 
of bankers, issued silver certificates to the amount of $140,000, in denomi- 
nations of $100, $500 and $1,000. These are secured by deposits of silver 
to their respective amounts, in the London and San Francisco Bank, sealed 
and on special deposit. A great deal of labor in the handling of heavy 
amounts of silver coin is thus avoided. 

Withdrawal.—The Merchants’ Exchange Bank of San Francisco announces 
that it will go into liquidation immediately. The liquidation is caused by a 
plethora of idle capital, stagnation in mercantile and stock circles, and 
decreased business under ruinous competition. The bank is perfectly solvent, 
and will pay dollar for dollar. 

ConNneECTICUT.—A, H. Curtis, Treasurer of the Meriden Savings Bank, and 
also City Treasurer, dropped dead in the bank at half past eleven Monday, 
July 23d. He was about sixty years old, and very popular, 
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Hartford.—The stockholders of the Farmers and Mechanics’ National Bank, 
of Hartford, have voted to reduce the capital to $773,500, from $ 1,105,000, 
the former amount of capital. No opposition was manifested toward the plan, 
and it was carried through unanimously, 9,206 votes being cast, an excess of 
1,839 of the two-thirds vote required by law. The thirty per cent. reduction 
leaves the capital at $773,500, and the directors were authorized, if they deem 
it expedient, to buy up $23,500 for cancellation, leaving the capital just three- 
quarters of a million dollars. This reduction, together with the disappearance 
of a surplus of about $ 300,000, represents the loss incurred by the acts of the 
officers recently sent to the State prison. 

MARYLAND.—A. D. Schaeffer, Cashier of the Farmers and Mechanics’ Bank 
of Westminster, Md., committed suicide on August 14th, by cutting his throat 
with a razor. It is stated that Mr. Schaeffer had discounted paper for 
parties to an amount in excess of the limit prescribed by the National Bank 
Act—viz: one-tenth of its capital to any one firm. The unexpected appear- 
ance of the Bank Examiner is supposed to have led Mr. Schaffer to take 
his own life through fear of the exposure and the blame which would follow. 

MIssouRI.—The new banking law of this State went into operation on August 
Ist. We give on page 228 a synopsis of its provisions, some of which are very 
severe. 

St. Louis.—The Bremen Savings Bank re-opened for business on August Ist, 
after a suspension of fourteen days. The stockholders came forward and 
increased their subscriptions so as to enable the bank to comply with the 
requirements of the new banking law of the State. It will now go on with 
an unimpaired capital of $100,000. 

Efforts are being made for the consummation of arrangements by which the 
German bank and the North St. Louis Savings Association shall each resume 
business. At a meeting of the depositors of the German Bank, held August 
1oth, a proposition was presented in behalf of the stockholders, that the 
depositors should receive in payment of their claims one-third in paid-up 
stock of the new bank which is to be formed, one-third in cash when the 
bank is opened, and the remaining one-third in ninety days thereafter. This 
proposition was accepted by all but two of the depositors present. The 
smaller depositors of $100 or under it is proposed to pay in full. The North 
St. Louis Savings Association hope to secure new stock subscriptions to the 
amount of $300,000, it being reported that a large number of the depositors 
are willing to accept an arrangement to receive stock in exchange for their 
certificates of deposit. 

The Bank of St. Louis is paying fifty per cent. of deposits due, and adver- 
tises that it will pay the balance at as early a day as possible. 

The Franklin Savings Institute ceased operations on August 8th, and has 
turned over all its liabilities and assets to the United States Savings Insti- 
tution, by whom checks and certificates of deposit on the Franklin are paid 
on presentation. The capital of the Franklin was $150,000, which is largely 
if‘not entirely sunk. 

THE TRIAL OF THE BANK SUPERINTENDENT.—The special session of the 
Senate of New York was ended on August 18th, the proceedings of the trial 
of Mr. Dewitt C. Ellis being then closed, and the injunction of secrecy was 
removed. The vote was twenty-one for removal to ten against, accompanied 
by a resolution that Mr. Ellis had not been guilty of any intentional wrong. 

Senator Jacobs moved that the next Legislature be requested to pay Mr. 
Ellis, from the bank fund, his expenses for defending himself The motion 
being opposed, it was withdrawn, and the Senate adjourned sine die. 

DIvIDENDS.—The Comptroller of the Currency has declared a dividend of 
fifteen per cent. in favor of the creditors of the National Bank of the State of 
Missouri, St. Louis, and a second dividend of ten per cent. in favor of the 
creditors of the First National Bank of Duluth. 


Lost.—Two volumes (I and II,) of the ‘‘ FINANCIAL REGISTER” of 1837 
and 1838, or thereabouts. The borrower is requested to return them imme- 
diately to the office of the BANKER’s MAGAZINE. 
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OBITUARY. 


GILLISON MAGHEE, Vice-President of the Commercial Bank of this city, died 
at his house at Orange, N. J., on August 8th. Mr. Maghee had been inter- 
ested for twenty-five years in the dry goods trade at Evansville, Ind., and for a 
number of years past was the New York representative of G. Maghee & Co., a 
prominent house in that city. He had been Vice-President of the Commercial 
Bank since its organization two years ago. His age was about sixty years. 

Mr. BENJAMIN CARTWRIGHT, for forty-six years connected with the City 
Bank of New York, died at his residence in Newark, N. J., on Sunday, 
August 12th. Mr. Cartwright entered the City Bank when a lad, in the 
lowest position, and thence rose to be Cashier, occupying that office for about 
twenty-five years. Some months ago he resigned, owing to ill health. Mr. 
Cartwright was also a Director in the National State Bank of Newark. His 
close devotion to business duties is evinced by the fact that he was never in 
his life farther away than ten miles from New York city. 

COLONEL PETER KINNEY, President of the Kinney National Bank of Ports- 
mouth, Ohio, died in that city on August 13th, after a few days illness, in his 
seventy-second year. He was born in Portsmouth, was one of the originators 
of the Scioto and Hocking Valley Railroad, served with distinction as Colonel 
of the Fifty-sixth Ohio Volunteers, and was one of the oldest bankers in the 
State, having been engaged in the banking business over forty-five years. 

JAMES SAYRE, who died at his home in Utica, N. Y., in April last, had 
been a Director, for thirty-five years, of the Oneida (now Oneida National ) 
Bank, and was its President for seventeen years. Mr. Sayre was also a Direc- 
tor in the United States Branch Bank, at Utica, and had always been identified 
with the banking interest of that city. 

ABNER MERRILL, of Exeter, N. H., died in that town July 23d, in his 
eighty-seventh year. In February, 1858, Mr. Merrill was elected a Director 
in the Granite State Bank, and in April, 1862, he was chosen its President. 
This position he retained in this bank, and its successor, the National Granite 
State Bank, until January, 1876, when he declined a re-election and was 
succeeded by his eldest son, Mr. Jeremiah L. Merrill. He remained, how- 
ever, in the board of direction until his death, making a continuous service 
as Director for nearly twenty years. The good judgment, clear foresight and 
close business habits of Mr. Merrill resulted in his acquisition of a handsome 
competency. 


GrorGE H. Bussinc, for over twenty-five years a banker in Cincinnati, 
died in that city on Sunday, August 19th. Mr. Bussing was born in Olden- 
burg, Germany, in 1816, migrating to this country in 1832. He was the 
principal owner of the Walnut Street Bank of Cincinnati, and by his sagacity 
and prudence has left a handsome fortune to his family. Mr. Bussing was 
much esteemed by those who knew him. His will provides that his capital 
in the Walnut Street Bank is to remain intact. 

ALFRED B, SAFFoRD, Cashier of the City National Bank of Cairo, 
Illinois, died of apoplexy at Burlington, Vermont, on July 26th. Mr. Safford 
was a prominent and highly esteemed citizen of Cairo, where he had enjoyed 
for many years a large share of public confidence and regard. He was also 
President of the Enterprise Savings Bank, of which and the City Bank, he 
was the original founder. 

DANIEL D. RyRrIE, Cashier of the First National Bank of Alton, Illinois, who 
died July 2d, was a native of Scotland, and emigrated with his parents, when 
twelve years old, to Alton, where he had since resided, a period of forty 
years. He entered mercantile life at an early age, and became a wholesale 
grocer. Subsequently he was connected with the C. & A. Railroad, then 
with the Alton Mutual Insurance and Savings Company, and finally with the 
First National Bank. Besides his business ability, Mr. Ryrie was valued as a 
man of pure character, of perfect integrity, modest and unassuming, and 
trusted implicitly by his fellow men. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


( Monthly List, continued from August No., page 154.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier. 
Angola Angola Bank, (A. Osborn, Cas.) Ninth National Bank. 


Kawsas. Council Grove. J. W. Simcock & Co Donnell, Lawson & Co. 
” . Russell Russell Bank (Ackerman & Copeland) Donnell, Lawson & Co. 


Mich. . .. Eaton Rapids.. First National Bank Fourth National Bank. 
$ 50,000 Andrew J. Bowne, Pr. F. H. DeGolia, Cas. 

« .. Maple Valley .. Kearney & Loughlin Second National Bank, Detroit. 

NEB... York County Bank Union National Bank, Chicago. 
N. C. Rogers, Pr. C. Langworthy, Cas. 


OHIO... People’s Deposit Bank Imp. & Traders’ Nat. Bank. 
J. H. Anderson, Pr. H. L. Shepherd, Cas. 


oo 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
Authorized to August 22, 1877. 


Capital.—— 
No. Name and Place. President and Cashier. Authorized. Paid. 


2367 First National Bank Andrew J. Bowne $ 50,000 
Eaton Rapids, MICH. Frank H. DeGolia. $ 30,000 


CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List, continued from August No., page 155.) 


Name of Bank. Elected, In place of 
. Southern Bank, Mobile H. O. Schroeder, Pr. F. E. Stollenwerck. 
- Bank of Healdsburg, { Jonas Bloom, Pr J. N. Bailhache. 
Healdsburg) John N. Bailhache, Cas.. C. E. Hutton. 


First National Bank, Alton.. i tz aoe on: <i J . Terie. a 


’ " 7 Sebastian Fietsam, Pr... F. H. Pieper. 
-+ People’s Bank, Belleville ) E. D. Usner, Cas A. G. Badgley. 
. First National B’k, Mt. Carroll. Owen P. Miles, Act. Cas. H. A. Mills.* 
Union Co. Nat. B’k, Liberty... H. Husted, Cas W. M. Clark. 
- Monticello Bank, Monticello... H. M. Carpenter, Cas.... C. Langworthy. 
E. H. Conger, Pr G. G. Pierce. 
. Exchange Bank, Stuart G. G. Pierce, V. W. B. Conger. 


W. B. Conger, Cas A. H. Savage. 
. West Branch Bank A. H. Graham, Pr J. Steer. 


Kansas, People’s National Bank, J. P. Harris, V. P. 
Ottawa | Peter Shiras, Cas. B. C. McQuesten. 


MaINE.. First National B’k, Richmond.. Joseph M. Odiorne, Cas.. J. Carney. 
Far. & Mech. N.B., Westminster W. A. Cunningham, Cas. A. D. Schaeffer.* 
. First National Bank, St. John’s. G. Will Ball, Cas S. S. Walker. 
. State Nat. Bank, Minneapolis.. Joseph Dean, Cas R. J. Baldwin. 
Scotland Co. Bank, Memphis.. J. W. Harris, Pr 
... Oneida National Bank, Utica.. A. J. Williams, Pr 


... Second National Bank, Akron. A. N. Sanford, Cas. C. E. Collins. 
.. Noble County National oat G. A. Smith, Cas. C. T. Lewis. 
Caldwell) C. T. Lewis, V. ?. 
.. First National Bank, Allegheny Hugh S. Fleming, P.... J. Gallagher. 
. Tuna Valley Bank, Bradford... Claude A. Mitchell, Cas.. J. McGill. 
.. Peoples’ Sav. Inst., North East. James Ronnalds, Pr. E, E. Chambers. 


* Deceased. 





DISSOLUTIONS, CHANGES, ETC. 


DISSOLVED OR DISCONTINUED. 


(Monthly List, continued from August No., page 156.) 


Citizens’ Bank, (Robert Nation) Chebanse; closing. 
.. People’s Bank, (John Moses & Co.) Winchester; suspended, and resumed 
after examination by a committee of creditors. 


Kansas. Frank Playter & Brother, Cherokee ; suspended. 


MICH... Menominee Bank, Menominee; suspended. 
.. Lambertson Brothers, Rochester; gone out of business. 


Bremen Savings Bank, S¢. Zouzs; resumed business. 
.. Franklin Savings Bank, St. Zouzs; discontinued. Assets and business 
transferred to the United States Savings Institution. 
« ..J. G. Easton & Co., Hannibal; suspended. 


OHIO... Traders’ Bank, Mechanicsburg; retired—paying in full. 


RECENT CHANGES OF TITLE, ETC. 
(Monthly List; continued from August No., page 156.) 


ILL..... Compton & Dexter, Augusta; now Compton & Lewis. 
. Bank of Chatsworth, Chatsworth; now C. A. Wilson & Co. 


..» H. C. Johnson, Morning Sun; now Farmers & Merchants’ Bank, J. P. 
Stevenson, Cashier. 


. Bowne, Combs & Co., Eaton Rapids; succeeded by First National Bank. 


Plunkett & Merchant, Brunswick; suc. by Chariton County Exchange Bank. 
. Farmers & Drovers’ Bank, Carthage; now owned and managed by D. R. 
Goucher. 


... Leland, Chamberlain & Co., Springville; now Leland & Co. 
. Exchange Bank, (L. Scott) Waynesburg; now J. L. Higley & Co. 
. Lawrence Savings B’k, P2ttsburgh ; now Lawrence B’k, under a State charter. 


. James H. Simpson & Co., Columbus; now James H. Simpson. 
. Gaston & Thomas, Dad/as; consolidated with Exchange Bank. 


THE PREMIUM ON GOLD AT NEW YORK. 


Juty—Avcust, 1877. 


1876. Lowest. Highest. 1877. Lowest. Highest. 1877. Lowest. Highest. 


July ........0... 11396 . 12%... July 25 ... Aug. 10 
August 9% . 12%... 26 . ese II 
September... 9% . 10%... ay (8 : sai 13 
October 8% . 13%... eee 14 
November.... 8% . 10%... ‘ HB wv 15 
December ... Q see 4. = 16 

1877. see Aug. . 17 
January ....0. 534 TY ws 2 Hy oe 18 
February..... 456 . 6 «+ ose 20 
March... 414 536 one K% sso 21 
PTE sasissssccs 4% 7Th w+ yy. 22 
May 6% TH, wv %. eee 23 
JUNE....cerceeee 454 6% «.. pre 24 
DP ssxisscionss, 556 6%... Ho 25 
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NATIONAL BANKS OF THE UNITED STATES. 
June, 1877. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATES, at the close of business 
on Friday, June 22d, 1877; and also on May 12th, 1876; and May Ist, 1875.f 


1877. 1876. 1875. 

LIABILITIES. Fune 22. May 12. May :. 
2,078 danks. 2,089 danks. 2,045 banks. 
Capital stock paid in $ 481,044,771 . $500,982,006 . $ 497,717,143 
Surplus fund 124,714,072 . 131,795,199 . 131,404,608 
Other undivided profits 50,508,351 . 49,039,278 . 55,849,959 
National bank notes outstanding* 290,002,057 . 300,261,760 . 322,522,330 
State bank notes outstanding ... 521,620 . 657,385 - 813,079 
Dividends unpaid 1,398,092 . 2,325,523 - 2,502,234 
Individual deposits 636,267,529 . 612,354,979 - 692,558,620 
United States deposits 7,187,431 . 8,493,995 - 6,797,972 
Deposits of U. S. disburs’g officers 3,710,167 . 2,505,273 - 2,766, 387 
Due to other National banks... 121,443,601 . 127,880,045 . 127,083,238 
Due to State banks and bankers 48, 352,583 - 46,706,969 . 52,654,956 


Notes and bills rediscounted.... 2,953,128 . 4,653,460 . 5,671,031 
Bilis payable 6,249,426 . 5,650,126 . 6,079,632 


Aggregate Liabilities $ 1,774, 352,833 $1,793,306,002 $1,904,421, 193 
RESOURCES. 


Loans and discounts $ 898,049,006 . $936,395,949 - $964,574,114 
Overdrafts 3,682,409 . 3:499,136 . 35979, 383 
U. S. bonds to secure circulation 3379754,100 - 344,537:350 - 377,026,900 
U. S. bonds to secure deposits... 14,971,000 . 14,128,000 . 14, 372,200 
U. S. bonds on hand 32,344,450 . 26,577,000 . 14,290, 800 
Other stocks, bonds & mortgages 3520539330 + 30,905,195 - 29, 102, 197 
Due from approved reserve ag’ts 82,077,882 . 86,769,083 .« 80,620,878 
Due from other National banks . 44,567,303 - 44,328,609 - 45,980,330 
Due from State banks & bankers 11,246,349 . 11,262,193 - 11,984, 531 
Real estate, furniture & fixtures. 44,818,722 . 42, 183,958 .- 40,051,527 
Current expenses and taxes paid 7,910,864 . 6,820,673 . 77039477 
Premiums paid 10, 320,699 . 10,414,347 .« 8,413,874 
Checks and other cash items... 10,095,677 .« 9,689,623 . 13,120,606 
Exchanges for Clearing House. 57,864,354 .« 56,806,632 . 116,970,819 
Bills of other National banks.... 20, 182,948 . 20, 347,964 . 19,465,359 
Bills of State banks ..........00+0¢ : 24,681 
Fractional currency 1,053,645 . 2,775,086 . 2,702,200 
Legal-tender notes 78,004,386 . 79,858,661 . 83,980,928 
NONED wconacsacseccsses ope mere enn 21,393,129 . 21,714,856 . 9,986,961 
U. S. certif. for dep. legal-tenders 44,410,000 . 27,380,000 . 38,655,000 
Five-per-cent. Redemption fund 14,612,333 . 15,028,452 . 16,787,279 
Due from U. S. Treasurer 39340,241 . 1,883,227 . 5,627,142 


Aggregate Resources $ 1, 774,352,833 $1,793,306,002 $1,904,421, 193 


* The amount of circulation a on May 12, 1876, as shown by the books of this office, 
was $338,202,242, which amount includes the notes in circulation of banks which have failed, 
are in liquidation, or have deposited legal-tender notes under the act of June 20, 1874. 


+ This statement is exclusive of one bank in San Francisco, whose report was too late. 





NOTES ON THE MONEY MARKET. 


NOTES ON THE MONEY MARKET. 


NEW YORK, AUGUST 25, 1877. 


Exchange on London at sixty days’ sight, 4.82% a 4.83 in gold. 


Several interesting features have begun to show themselves in the money 
market. The rates are advancing, and the reserves are falling. There is con- 
siderable speculative activity in the stock exchange, and a lively movement of 
prices has been artificially stimulated by interested parties. The prospects of 
the crops are so encouraging, and the war in Europe promises so large and 
trustworthy a market for our teeming harvests, that the strong combination of 


speculators who are engineering the market have abundant scope for ingenuity 
in multiplying arguments in favor of a fall rise in stocks. 

On call loans the business is chiefly at two to five per cent., and on prime 
commercial paper at five to seven per cent., with a decided tendency in the 
rates to harden. The banks are also discriminating against long paper, and a 
conservative policy is in the ascendant. The greenback averages are falling, as 
is also the average of specie. The decrease in the surplus reserves is now 
down below thirteen millions. The other movements of the Clearing House 
banks will be seen in the subjoined table of the New York bank averages : 


Legal Excess of 

1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
July 28......$249,169,600 . $ 13,984,100 . $57,325,200 . $15,517,900 . $ 221,064,900 « $ 16,043,075 
Aug. 4.+++++ 249,767,800 .. 14,135,800 .- 54,262,100 .. 15,585,300 .- 219,166,600 .. 13,606,250 
- 245,377,200 ++ 15,030,700 «+ 53,094,800 .. 15,689,500 .. 215,431,600 .. 14,267,600 
€ 18. 2000+ 243,896,300 .- 13,449,700 ++ 52,696,000 .. 15,545,900 .. 213,414,600 .. 12,792,050 


The Clearing-House exhibit of the Boston banks for the past month is as below : 


1877. Loans. Specie Legal Tenders. Deposits. Circulation. 
July 28....++00$ 129,844,800 «+++ $1,753,000 «+++ $6,008,900 ...+ $72,127,800 .... $23,440,900 
Aug. 4..0.000 129,167,500 «++ 1,762,100 «eee 5,938,700 «+++ 72,240,100 «+++ 23,346,800 

6 zLeccesees 128,787,400 «eee 1,827,100 «+e 6,359,300 +++ 71,207,800 «+++ 23,500,600 

“ 18 + 129,311,700 «e+e 1,693,500 +++. 6,436,600 «... 71,168,100 «+... 23,475,800 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
July 28......-++$614416,285 2-6 $1,253,386 -+++ $17,174,770 +++ $53,329,167 +--+ $ 10,398,891 
Aug. 4 ceeseee 61,048)9595 ++2 1,299,145 +++ 16,508,255 eee 53,340,689 -~--. 10,417,785 

© Shes e+ 61,142,285 see 1%y266,194 «eee 15,144,508 «+0 50,443,923 +++ 10,448,640 

“« 18. e+ 60,940,112 «eee 1,215,877 «eee 14,603,286 «+++ 49,647,779 «+++ 10,453,248 
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NATIONAL BANKS OF THE UNITED STATES. 
June, 1877. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATES, at the close of business 
on Friday, June 22d, 1877; and also on May 12th, 1876; and May Ist, 1875.f 


1877. 1876. 1875. 

LIABILITIES. Fune 22. May 12. May :. 
2,078 danks. 2,089 banks. 2,045 banks. 
Capital stock paid in $ 481,044,771 . $ 500,982,006 . $ 497,717,143 
Surplus fund 124,714,072 . 131,795,199 . 131,404,608 
Other undivided profits 50, 508,351 . 49,039,278 . 552849,959 
National bank notes outstanding* 290,002,057 . 300,261,760 . 322,522,330 
State bank notes outstanding ... 521,620 . 657,385 - 813,079 
Dividends unpaid 1,398,092 . 2,325,523 - 2,502,234 
Individual deposits 636,267,529 . 612,354,979 - 692,558,620 
United States deposits 7,187,431 « 8,493,995 - 6,797,972 
Deposits of U. S. disburs’g officers 3,710,167 . 2,505,273 - 2,766, 387 
Due to other National banks... 121,443,601 . 127,880,045 . 127,083,238 
Due to State banks and bankers 48,352,583 - 46,706,969 . 52,654,956 
Notes and bills rediscounted.... 2,953,128 . 4,653,460 . 5,671,031 
Bills payable 6,249,426 . 5,650,126 . 6,079,632 


Aggregate Liabilities $ 1,774, 352,833 $1,793,306,002 $1,904,421, 193 
RESOURCES. 


Loans and discounts $ 898,049,006 . $936,395,949 - $964,574,114 
Overdrafts 3,682,409 . 3»499,136 . 33979, 383 
U. S. bonds to secure circulation 3379754,100 .  344,537:350 - 377,026,900 
U. S. bonds to secure deposits... 14,971,000 . 14,128,000 . 14, 372,200 
U. S. bonds on hand 32,344,450 . 26,577,000 . 14,290, 800 
Other stocks, bonds & mortgages 351 953,330 - 30,905,195 - 29, 102,197 
Due from approved reserve ag’ts 82,077,882 . 86,769,083 . 80,620,878 
Due from other National banks . 44,567,303 - 44,328,609 - 45,980,330 
Due from State banks & bankers 11,246,349 .- 11,262,193 - 11,984, 531 
Real estate, furniture & fixtures. 44,818,722 . 42,183,958 .« 40,051,527 
Current expenses and taxes paid 7,910,864 . 6,820,673 . 7,703,477 
Premiums paid 10,320,699 . 10,414,347 . 8,413,874 
Checks and other cash items... 10,095,677 .« 9,689,623 . 13, 120,606 
Exchanges for Clearing House. 57,864,354 .- 56,806,632 . 116,970,819 
Bills of other National banks.... 20,182,948 . 20, 347,964 . 19,465,359 
Bills of State banks ; 24,681 
Fractional currency 1,053,645 . 2,775,086 . 2,702,200 
Legal-tender notes 78,004,386 . 79,858,661 . 83,980,928 
Specie 21,393,129 . 21,714,856 . 9,986,961 
U.S. certif. for dep. legal-tenders 44,410,000 . 27,380,000 . 38,655,000 
Five-per-cent. Redemption fund 14,612,333 . 15,028,452 . 16,787,279 
Due from U. S. Treasurer 39340,241 . 1,883,227 . 5,627, 142 


Aggregate Resources $ 1,774,352,833 $1,793,306,002 $1,904,421,193 


* The amount of circulation presen | on May 12, 1876, as shown by the books of this office, 
was $338,202,242, which amount includes the notes in circulation of banks which have failed, 
are in liquidation, or have deposited legal-tender notes under the act of June 20, 1874. 


+ This statement is exclusive of one bank in San Francisco, whose report was too late. 
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NOTES ON THE MONEY MARKET. 


NEW YORK, AUGUST 25, 1877. 


Exchange on London at sixty days’ sight, 4.82% a 4.83 in gold. 


Several interesting features have begun to show themselves in the money 
market. The rates are advancing, and the reserves are falling. There is con- 
siderable speculative activity in the stock exchange, and a lively movement of 
prices has been artificially stimulated by interested parties. The prospects of 
the crops are so encouraging, and the war in Europe promises so large and 
trustworthy a market for our teeming harvests, that the strong combination of 
speculators who are engineering the market have abundant scope for ingenuity 
in multiplying arguments in favor of a fall rise in stocks. 

On call loans the business is chiefly at two to five per cent., and on prime 
commercial paper at five to seven per cent., with a decided tendency in the 
rates to harden. The banks are also discriminating against long paper, and a 
conservative policy is in the ascendant. The greenback averages are falling, as 
is also the average of specie. The decrease in the surplus reserves is now 
down below thirteen millions. The other movements of the Clearing House 
banks will be seen in the subjoined table of the New York bank averages : 


Legal Excess of 

1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
28. ..+--$ 249,169,600 . $13,984,100 . $ 57,325,200 . $15,517,900 - $ 221,064,900 « $ 16,043,075 
4eeeeee 249,767,800 «+ 14,135,800 «- 54,262,100 .. 15,585,300 .. 219,166,600 .. 13,606,250 
245,377,200 ++ 15,030,700 «+ 53,094,800 .. 15,689,500 .. 215,431,600 .. 14,267,600 
€ 18.2400 243,896,300 «+ 13,449,700 «+ 52,696,000 .. 15,545,900 -- 213,414,600 .. 12,792,050 


The Clearing-House exhibit of the Boston banks for the past month is as below : 


1877. Loans. Specie Legal Tenders. Deposits. Circulation. 
o00$ 129,844,800 «+++ $1,753,000 -+-+ $6,008,900 ...+ $72,127,800 ...+ $23,440,900 
129,167,500 «+++ 1,762,100 «eee 5,938,700 +++ 72,240,100 «+++ 23,346,800 

128,787,400 «+++ 1,827,100 «+++ 6,359,300 «+++ 71,207,800 «+++ 23,500,600 

129,311,700 «se++ 1,693,500 +++. 6,436,600 .... 71,168,100 .... 23,475,800 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
July 28.....6.+$61,416,285 +06 $1,253,386 +--+ $17,174,770 «+++ $53,329,167 +--+ $ 10,398,891 
Aug. 4 cceceee 61,0489595 +20 1,299,145 +++ 16,508,255 coos $3,346,689 +--+. 10,417,785 

= sececcee 61,142,285 cee 1,266,194 «eee 15,144,508 «+++ 50,443,923 «+++ 10,448,640 

© Weeesseee 60,940,112 sees 1,215,877 «eee 14,603,286 «++ 49,647,779 -+0+ 10,453,248 
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The stock market has exhibited more excitement during the past few days 
than for a long period before. Government securities have declined slightly 
with gold, but the demand has been good from investors and financial institu- 
tions, as well as from the banks. The four per cents are now quoted at about 
par in gold. State bonds are neglected, but railroad bonds are active and 
strong, in sympathy with the upward tendency of railroad shares. The upward 
movement in railroad stocks has been steady and strong, but the future results 
are variously estimated, the general impression being that there are no outside 
buyers in the market, and that the advance has been chiefly due to the combi- 
nations among themselves of cliques of capitalists who held the stocks before 
the advance, and hold them now. One of the most conspicuous topics is the 
agreement lately made between the telegraph companies. By the terms of this 
compact as reported, the Western Union is to receive eighty-seven and one-half 
per cent. of the gross receipts of the two companies, and the Atlantic and 
Pacific twelve and one-half per cent. Besides this, Messrs. Keene & Sage are 
to convey to the Western Union Company 71,000 shares of Atlantic and Pacific 
stock at twenty-five, and take in payment, Western Union stock at seventy-two. 
Subjoined are our usual quotations: 


QUOTATIONS : Fuly 27. August 3. August 10. August 17. August 24° 
1054 .. 105358 «- 105%. 10538 .. 104% 
U. S. 5-208, 1867 Coup. 109%... 109 a 108% .. 109% we 1081 
U.S. new 10-40s Coup: 112%. 113 ie 112% «.. 112% .. 112 
West. Union Tel. Co.. 67%... 73 oe 72%, + 73% .. 82% 
N. Y. C. & Hudson R. os 934% .-- 9538 .«. 97% 101% 
Lake Shore aca 50% .. 53% .«- 57% .. 64% 
Chicago & Rock Island rr 94% «. 95% «- 97% «- 101% 
New Jersey Central... ee 10% .. 12 si 14 ts 18% 
Del. Lack. & West.... oe 42% 41% .. 473% + 49% 
Delaware & Hudson.. ee 42 oe 43 oe 45% -. 48% 
224% .. 22 oe rt aan 32% 
20% .. 21 ‘i 23% on 24% 
Ye +e 9% «- 9% .. 10 oe 10% 
Call Loans a @6..2 @4 oe 1%4@4.. 2 @3 
Discounts - 4 @8 «4 @8 aa 4 @8.. 4 @8 
Bills on London 4-86-4.8714.. 4.86-4.8714 .. 4.8514-4.87.. 4.84-4.86 .. 4.8214-4.85 
Treasury balances, cur. $50,330,703 .- $51,082,579... $50,199,905 -- $50,470,534 -- $49,461,776 
Do. do. gold. $84,066,445 .. $81,633,408.. $81,300,130... $82,988,117 .. $83,936,996 

Gold is lower, but shows more strength at the close. Considerable anxiety 
prevails as to the production for the current year of the precious metals on the 
Pacific slope. 

The San Francisco Bziletin, to ascertain the gross bullion product of the 
principal mines in California, Nevada, Idaho, Utah, and Arizona, sent inquiries 
to fifty different mines, but received responscs from only twenty-nine, and 
detailed returns from even a less number. It reports: 

The twenty-nine claims show the following yield for the six months ended 
June 30, 1877, of twenty-nine mines in the following States and Territories : 
In Nevada, sixteen mines, $ 19,779,300; in California, ten mines, $ 1,789,100 ; 
in Utah, two mines, $906,500; in Arizona, one mine, $106,100. Total, 
$ 22,581,000. 

There is probably as many more productive claims in the same States and 
Territories, but of course the individual yields in most cases is small. Still, if 
the aggregate could be obtained, it would show a very handsome sum. We are 
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well aware that some of the unreported mines have produced more bullion in 
the six months, than some we have mentioned. There are scores of productive 
claims in Arizona, Idaho, Oregon, Montana, and Colorado yet to hear from 
before the gross yield for the half year can be ascertained. 

In connection with the new loan, some agitation has sprung up in consequence 
of reported trouble between one of the members of the new syndicate and some 
of their associates in the old one. When the old syndicate was formed for the 
four and one-half per cent. bonds, Messrs. Morton, Bliss & Co. were members 
of it, and represented the interest not only of their own firm, but of the United 
States Trust Company ; the Merchants’, American Exchange, and Third National 
banks, the Bank of New York, and Messrs. Kuhn, Loeb & Co. and Winslow, 
Lanier & Co. It is claimed that the arrangement which these corporations 
and individuals had with Messrs. Morton, Bliss & Co. was a sort of copart- 
nership for the placing of United States bonds. The old Syndicate thus 
made up contracted with the Treasury for disposing of the residue of the 
4% per cents which were supposed to be 300 millions, and the parties above 
named shared the profits, and would have been assessed their proportion of 
any losses incident to the negotiation. Early in June it was rumored that 
Mr. Sherman was about to make a new contract with the Syndicate, believ- 
ing that the credit of the United States was sufficiently good to justify an 
attempt to place the $700,000,000 four per cents authorized by Congress. 
No notice was given by Messrs. Morton, Bliss & Co. to their co-partners, but 
the Syndicate gave up the option to call for the last $100,000,000 of the 
$ 300,000,000 4% per cents, covered by their contract expiring June 30, and 
entered into a new contract with the Treasury for the sale of $ 700,000,000 
four per cents. The parties announced as making this contract were Messrs, 
Rothschild, J. S. Morgan & Co., Seligman Bros., and Morton, Rose & Co. of 
London, and Messrs. Belmont & Co., Drexel, Morgan & Co., J. & W. Selig- 
man & Co. and Morton, Bliss & Co., and the First National Bank of New 
York. Neither the United States Trust Company, the Merchants’ Bank, the 
American Exchange Bank, Third National Bank, the Bank of New York, nor 
Messrs. Kuhn, Loeb & Co. and Winslow, Lanier & Co. were represented in 
the new contract, and at this omission they complain. The agreement 
between them and Messrs. Morton, Bliss & Co. is claimed to have been ter- 
minable only after due notice, and this they did not receive. They say they 
they had a right to expect that in any contract which the Syndicate made 
they would be entitled to share the profits, as they were prepared to meet 
their proportion of the loss. There has been too much made of this quarrel, 
and some of the newspapers have gone so far as to say that it would not 
be decided without appealing to the courts. On inquiry, we do not find any 
reason for anticipating litigation. Arbitration will no doubt settle the contro- 
versy, respecting the merits of which there can scarcely be two opinions. The 
statement that this trouble between the members of the Syndicate have any- 
thing to do with the decline of the new four per cents in the market, is 
emphatically contradicted. The reason of that concession in the price of the 
four per cents was of a totally distinct character. The facts show that among 
the subscribers to the loan were a considerable number of needy and specula- 
tive purchasers, who only took the bonds that they might sell them again and 
make a profit. So certain were these speculators that the Syndicate would put 
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mp the price of the bonds immediately after the books had closed, that they 
engaged to take more of the bonds than they could pay for, and when they 
found themselves in straits for money, they were obliged to throw their bonds 
on the market, so that the supply soon exceeded the demand, and the price at 
once fell. Other causes doubtless contributed to depress the market, but only 
to a subordinate degree. 


DEATHS. 


Near BALTIMORE, MD., on Thursday, August 2d, aged forty-four years, 
S. SpricG BELT, Cashier of the Franklin Bank of Baltimore. 


At Newark, N. J., on Sunday, August 12th, aged sixty-two years, BENJA- 
‘MIN CARTWRIGHT, formerly Cashier of the National City Bank of New York. 


At SALIsBuRY, Mass., on Sunday, August 12th, aged seventy-two years, 
THOMAS J. CLARK, President of the Powow River National Bank. 


At PoRTSMOUTH, OHIO, on Monday, August 13, aged seventy-one years, 
PETER KINNEY, President of the Kinney National Bank. 


At ORANGE, N. J., on Wednesday, August 8, aged sixty years, GILLI- 
SON MAGHEE, Vice-President of the Commercial Bank, New York. 


At Exeter, N. H., on Monday, July 23d, aged eighty-seven years, ABNER 
MERRILL, formerly President of the National Granite State Bank. 


At ALTON, ILLINOIS, on Monday, July 2d, aged fifty-two years, DANIEL D. 
RyriE, Cashier of the First National Bank of Alton. 


At BURLINGTON, VERMONT, on Thursday, July 26th, aged fifty-five years, 
ALFRED B. SAFFORD, Cashier of the City National Bank, of Cairo, Illinois. 


At Utica, N. Y., on Sunday, April 22, aged seventy-seven years, JAMES 
SayrE, President of the Oneida National Bank. 


At WESTMINSTER, MD., on Tuesday, August 14th, aged thirty-four years, A. 
D, SCHAEFFER, Cashier of the Farmers and Mechanics’ Bank, of Westminster. 


At PETERBORO, N. H., on Tuesday, August 14th, aged fifty-three years, 
ALBERT SMITH Scott, formerly Cashier of the First National Bank of Peterboro. 





